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Get your free copy 
of this 
new booklet 


INVENTORY CONTROL 
FOR MANUFACTURERS 


How It Balances Stocks 
And Reduces Costs 


HIS NEW compre- 
hensive, illus- 
trated booklet, “Inventory Control For 
Manufacturers,” is filled with the most 
effective, modern techniques for bal- 
ancing stocks and reducing costs. 
Inventory represents about one-third 
of the capital invested in manufactur- 
ing and usually is the largest item on 
the balance sheet outside of plant and 
equipment. OVERSTOCKS result in 
increased investment, useless tying up of capital, 
increased insurance, the use of more floor space for 
storage purposes, deterioration and obsolescence, and 
other substantial losses. UNDERSTOCKS result in 
lost sales, extra expense of “rush” orders and last 
minute buying, and idle shop time wetting for 
short and undelivered material. +-*2 


Don’t miss this opportunity to get 
the full picture of what Inventory 
Control means to Management, Pro- 
duction, Purchasing and Sales. Upon 
inventory availability and adequacy 
depend scheduling, workflow and 
delivery — even such human factors as 
job stability and good labor relations. 
Inventory Control is the backbone of 


all manufacturing operations. 

No two plants have the same prob- 
lems but the principles of a good inventory control 
record as outlined in this booklet, may be profit- 
ably adapted and applied to the needs of any business. 

Write today for this new booklet. Ask for KD406— 
“Inventory Control For Manufacturers ... How It 
Balances Stocks and Reduces Costs.” Remington 
Rand, Room 1369, 315 Fourth Avenue, New York 10. 


Remington. Feand 
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“Management Know-How—U. S. A.” 
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in Information Analyses . . . Maintenance Control . . . Applied Automation .. . 


New Approaches to Cost Reduction . 


. . Improving Operation Decisions . . . 


These are the subjects that will be covered. 
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l AUTO-MEASUREMENT — MECHANIZING TIME STUDY 

| Charles W. Lake, Jr., V. P., R. R. Donnelly & Sons, Chicago 
PHYSIOLOGICAL TECHNIQUES IN WORK MEASUREMENT 

I Lucian Brouha, M.D., D.Sc., Haskell Laboratory, 
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A COSTMATICS PROGRAM FOR COMPETITIVE MANAGEMENT 
Ernest Schleusener, Vice President, Mfg., Mueller Brass Co., 
Port Huron, Michigan 


© Improving Operating Decisions 

QUALITY CONTROL THROUGH INSTRUMENTATION 
Clifford W. Kennedy, Training Super., Federal Products Corp., 
Providence, R. |. 
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Kansas City, Mo. 
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Dictatorship by the Consumer 


E have heard a lot of words, in the last half century especial- | 
ly about dictatorship by the worker, we have heard also about | 
Fascist dictatorship, Nazi dictatorship, and every now and then | 
somebody says something about Capitalist domination and “ruling 
circles of Wall Street.” | 


We might as well start cut by admitting that rarely do the 
millions of people in a country all actively participate every day is determining the course of their 
collective lives. Always there are people who govern for the balance, or at least they govern 
the balance; there may be a question whether they govern for, or not. In other words, in- 
evitably, in accordance with the division of labor, some people do the governing and the rest of 
us most of the time leave it up to them and substantially guide ourselves by their rules and 
regulations. 


Theoretically, at least, when elections come around everybody actually participates and, 
therefore, although we obey our governors in the meantime, we select them at election time. As 
a matter of fact, however, frequently many people do not vote at all and a lot of these who do 
vote have their vote influenced by informal leaders or self-constituted pressure and propaganda 
groups. Except in great upheavals, when the issues are so dramatic as to mobilize practically 
everybody into changing or selecting a government, we not only do not govern ourselves but we 
don’t all participate in selecting those who do. 


Probably, then, the most important determiner as to how a nation runs is the make-up of the 
self-constituted groups which constitute the government, visible or invisible, which not only 
run the country in between elections, but influence elections. It is a familiar fact, even in the 
most democratic countries, that a self-constituted party of some make-up or other persuades, or 
confuses, or sometimes compels the rest to put them in power. Policy of the nation will then in- 
evitably follow from the nature of this self-constituted and possibly invisible group. Now, what 
is the nature of this group in the United States? A good friend of mine, who was originally a na- 
tive of Scotland and learned the ways of capitalism in the Bank of Scotland, has frequently 
pointed out that in this country we should ke very careful how, in communications with Europe 
and Asia, we use the word Capitalism. He contends that in those other countries the word 
means something so different from what it means here that we confuse our hearers and bring 
upon ourselves public relations problems from which we could better be spared and from which 
we are properly entitled to be spared. His further discussion of the question points up this kind 
of basic contrast. Frequently, the word Capitalism has meant an economy in which a relatively 
few owners of the tools of production, by combining themselves into cartels in restraint of trade, 
were able to keep wages down and prices up to the enrichment of themselves and the partial 
stagnation of the economy. One accompaniment of this activity is relatively to freeze people in 
the social economic class in which they are born and reared. Obviously, this kind of Capital- 
ism holds out little hope for the future to the great masses of people under it. 


Contrast, he says, the pattern in the United States of America. Here, however much influence 
the owners may have, who the owners are continually changes. Those who own the tools of pro- 
duction are not only kept from cartelling by law but have pretty much accepted a dynamic and 
competitive role for themselves. Therefore, in their competition they are forced to plow back a 
substantial amount of profit into increased tools of production. In their competition for the con- 
sumer’s dollar they are forced to reduce prices and expand production. And in their competition 
for manpower and for customers they are forced to study the raising of wages. Result, to the 
masses of people, a great and early hope of pregress is held out. Practically no one is frozen in the 
social and economic class in which he was born. From rags to riches, and log cabin to the White 
House becomes a thematic overtone affecting all neighborhoods, communities, clubs, institutions, 
and customs. 


If, then, we must discover any ruling circlesin the United States, we must look ultimately 
to the ultimate consumers. And, if in the process of bringing order and leadership to an economic 
structure someone is to authoritatively settle arguments and become a dictator, who can more 
ethically do so than the consumer rather than the owner or the worker since it is the consumer 
for whom all goods and services are produced. We then have dictatorship by function rather than 
by status whether of the left or the right. This is what Fortune sometime ago called the “Per- 
manent Revolution.” Let’s not be kidded into taking a defensive position. 


F. F. BrapsHAwW 
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What does current research indicate as to executive behavior? Are an 
executive's difficulties due more to his leadership or to the formal 
Is there any Golden Mean between directive and 
permissive types of executive leadership? The author considers these 
and many other questions in a remarkably penetrating analysis of the 
executive at work. 


organization? 


Research Trends In Executive Behavior 


F executive initiates action, 

dominates policy, dictates the work 
technique and activities, controls the 
future, rewards and penalizes, controls 
and evaluates his subordinates, he may 
be said to be a “directive” or “auto- 
cratic” leader. This type of leader- 
ship behavior has been studied experi- 
mentally by numerous researchers dur- 
ing the past ten years.’ Briefly, the 
results are these: 

The directive leader creates a situa- 
tion in which the subordinates will tend 
to feel dependent upon the leader for the 
effective running of their group. They 
will also feel inferior and passive to 
the leader. The dependency relationship 
makes it natural for subordinates to 
become leader-centered. They will be 
continually trying to figure out what 
mood the leader is in and what he 
wants. They will also communicate to 
him primarily that information which 
they believe will keep their relationship 
a happy one. Thus there will be two- 
way communication but the information 
up the line may not accurately describe 


! For operational definition of “autocratic” 

leadership see: 

a. R. Lippitt and R. White, “The ‘Social 
Climate’ of Children’s Groups” in R. G. 
Barber, J. Kounin, and H. Wright (eds.) 
Child Behavior and Development, New 
York, McGraw Hill, 1943, pps. 485-508. 

b. R. White and R. Lippitt, “Leader Be- 
havior and Member Reaction in Three 
‘Social Climates’” in D. Cartwright and 
A. Zander (eds.) Group Dynamics, Row, 
Peterson and Company, 1953. 


what is also going on down the line. 

Competition by subordinates for the 
leader’s favor can also be expected. This 
competition in turn may lead to lack of 
cooperation and hostility among sub- 
ordinates. (Throwing the dead cat in 
the other fellow’s back yard or buck 
passing.) The problems of cooperation 
and resulting hostilities will probably 
be kept hidden, not necessarily because 
subordinates fear telling the leader, but 
because they much prefer to make him 
believe that they are a “team” with him 
as the quarterback. Subordinates will 
tend to be department-centered rather 
than organization-centered. Their ef- 
fectiveness as a group will depend upon 
the executives’ skill rather than on their 
own abilities to work together. The 
subordinates will admire the leader for 
his technical competence but be some- 
what perturbed by his “needle” and 
“pressure.” Also the subordinates will 
be continually “fishing” to discover 
what organizational problems the leader 
is worried about. They can be expected 
to continually “feel the boss out” to 
discover how high they rate with him. 
Moreover, under directive leadership the 
subordinates tend to have low morale, 
dislike the leader and have relatively 
low production. 

However, a study of an actual plant 
manager in a “real” situation does not 
confirm all of these results. Argyris 
reports that the morale of the subordi- 
nates is high;* they respect the execu- 
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2Chris  Argyris, Leadershi 
Harper and Bros., 


Executive 


1952. 


CHRIS. 
ARGYRIS 


After consulting in human relations and 
executive development for the Depart- 
ment of Health, Education and Welfare 
(1952-54) and for the governments of 
England, Norway, Sweden, Holland, 
France, Italy, Greece and Germany 
(1954-55), Chris Argyris became Re- 
search Project Director, Labor and 
Management Center, and Associate Pro- 
fessor of Industrial Administration at 
Yale University. He received his Ph.D. 
from Cornell in 1951 and is the author 
of many publications, major among them 
being Executive Leadership, Personnel 
Fundamentals for Administration, and 
The Impact of Budgets on People. 
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rationalize their frustrations (“‘Hell, it’s 
part of the game”) and project their 
tensions (buck-passing and damning the 
budget men or the engineers or anybody 
who’s handy). Some even sublimate 
their feelings by working themselves to 
a state of “nervous collapse.” 

Here we find a conflict. On the one 
hand, the company is making its profits, 
while on the other hand, it is not 
creating a human climate so that the 
subordinates can develop to be future 
executives. Directive leadership may 
pay off in dollar profits but it does not 
develop executives for tomorrow from 
the followers of today. The “human 
costs” for the high profits are high. 


PARTICIPATIVE RESULTS 


Many people state that a “demo- 
cratic” * or “permissive” executive may 
achieve high production and cut down 
the “human costs.” In order to find 
out, we conducted a study of executive 
behavior in actual plants that seemed to 
us to be more “permissive” than that of 
the executive mentioned above. 

Briefly, we found that the degree of 
tension, conflict, frustration and inter- 
departmental hostility was definitely 
lower. However, it still existed; espe- 
cially below the surface. The subordi- 
nates felt less dependent, submissive and 
passive to the executive. Nevertheless, 
these feelings still existed. The em- 
ployees definitely did not behave freely 
in front of their executive. They did 
like “being left alone” and “being their 
own boss.” Productivity, although ac- 
ceptable by management, is not as high 
as the employees report it can be.* 

Why is this so? Why doesn’t partici- 
pative leadership work? We turn our 
attention toward the nature of organiza- 
tion and the employees. Maybe they 
can supply some answers. Speaking of 
the employees, we find that it is valid to 
say that psychologically healthy people 
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suka A democratic executive is actually a con- 
tradiction in terms. 


8Chris Argyris, “Studies in Organization 
f Behavior” I and II, Labor and Management 
Center, Yale, 1954 and 1955. 


4. from expressing few abilities to 
expressing many abilities.‘ 


In other words, parents try to incul- 
cate in their children desires or needs 
to become more active, independent, and 
so forth. If we assume they succeed, 
then the youngsters that come to work 
will tend to need work situations in 
which they can express these “natural 
growth trends.” (i.e., independent, 
active, many abilities, equal or higher 
position. ) 

Can the organization, (as conceived 
by its management) independent of the 
leadership, fulfill these needs? In order 
to answer this question, we studied 
many examples of formal organizational 
structures and waded through hundreds 
of books and articles on how to admin- 
ister and organize people. We concluded 
that if the formal organization is de- 
fined by the use of such “organization” 
principles as task specialization, unity of 
direction, chain of command and span 
of control and if these principles are 
used correctly, then the employees will 
‘work in situations in which they will be 
dependent, subordinate and passive to 
the leader for their rewards, penalties, 
directions, and communications and will 
use few of their abilities. We also 
found that the degree of passivity, de- 
pendence, etc., will increase for those 
employees as we go down the line and 
as the work takes on more mass produc- 
tion characteristics.” 


ORGANIZATION CONTROLS 


In short, the formal organization 
places the employee in a situation that 
requires him to behave more and more 
like an infant; but, of course, while 
doing this, he is well paid and given 
seniority and other benefits. 

We can predict that to the extent the 
employees are relatively mature adults, 
they will feel frustrated. Frustration 
will arise as they are unable to obtain 
need-satisfaction while at work. Frus- 
tration leads to an increase of aggression 
and a decrease in individual efficiency.° 


4Chris Argyris, Personality Fundamentals 
for Administrators, Yale, Labor and Manage- 
ment Center (Rev. Ed.) 1954. 

5 Chris Argyris, “Executive Leadership — 
Developing it in Yourself and in Others” 
Speech given to Harvard Business School Club 
of New York. To be published by the McKin- 
sey Foundation, pp. 24-30. 

6 R. Barber, T. Dembo, and K. Lewin, Frus- 
tration and Regression, Univ. Ia. Stud. Child 
Welfare, 1941, Ch. 1, p. 18, and John Dollard, 
et al. Frustration and Aggression, New 
Haven, Yale University Press, 1939. 


But this isn’t all formal organization 
does to the employee. It is common in 
most industries for the organization to 
hire staff experts who tell the employees 
(a) how much to produce (production 
and incentive engineers), (b) the best 
methods of production (work study en- 
gineers), and (c) the quality they must 
achieve (quality control and budget 
experts). In short, the organization 
places the employee in a work situation 
in which he has little or nothing to say 
about his goals, the way to achieve his 
goals, etc. Researchers tell us this will 
tend to create feelings of psychological 
failure, on the part of the employees. 

People who feel failure tend to lose 
interest in their work, lower their stand- 
ards of achievement, lose confidence in 
themselves, give up quickly, fear new 
tasks and new methods.’ 


PAID FOR DISSATISFACTION 


As a result of the very nature of for- 
mal organization, the employees are 
faced with work situations that create 
feelings of failure, frustration, conflict, 
and tension. How do the employees re- 
act? Briefly, the employees may:*® 


1. Leave (But where can they go? 
Most organizations are founded 
on the basis of these principles.) 

2. Climb up the ladder. (A few do. 
As you know, it means hard 
work, loss of friends and isola- 


tion.) 
3. Create informal work standards to 
goldbrick, restrict production, 


make errors, produce waste and, 

perhaps most important, become 

apathetic, disinterested, passive 

and dependent. (For example, 

one attitude I hear is “take it 

easy—don’t burn yourself out. 

The company will be here tomor- 

row. Relax.” or “What the hell 

are you trying to do—become 

president? Relax; let the boys up- 

stairs figure that out. They ought 

to do something while sitting on 

their asses in those plush offices.” ) 

4. Decrease their feelings of depen- 

dence, subordination to manage- 

ment by taking away some of 

management's power and giving 

it to themselves. (Trade unions) 

7R. Lippitt and L. Bradford, “Employee 

Success in Work Groups,” Personnel Admin- 
istration, Vol. 8, Ch. 4, Dec. 1945, pp. 6-10. 

8 For an attempt at integrating this and 

other social science research, please see Chris 


Argyris, Behavioral Science and Organization 
(to be published, 1956.) 
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5. Become less interested in non-ma- 
terial incentives and in human 
relationships while at the same 
tume become more interested in 
money and material rewards. (It 
is as if the employee says, “O.K., 
if you want me to work under 
these conditions—pay me!” And 
so management pays more wages, 
better benefits, etc. Odd as it may 
seem, if the analysis is valid, I’ve 
concluded that we are entering an 
era when a worker feels satisfied 
when he is paid more money for 
his dissatisfaction. This gives us 
a hunch as to why employers may 
prefer autocratic leadership and 
the dependence and submissive- 
ness that it creates.) 


It becomes clear, I believe. that some 
of the human problems that we have 
been attributing to directive executive 
behavior are actually partially caused by 
the nature of organization and the em- 
ployees who have decided to accept de- 
pendence, passiveness and apathy. 


HIGH FRUSTRATION TOLERANCE 


Does this mean that we can forget 
about participative leadership? On the 
contrary, it now becomes _ especially 
crucial that management develop ef- 
fective executives. They cannot afford 
to permit authoritarian, directive lead- 
ership because the slightest bit of di- 
rective leadership compounds the crime 
the organization is committing every 
minute, every hour of the day. 

I suggest that executives have no 
choice but to develop themselves in hu- 
man relations. Increased opportunity 
for participation, and increased oppor- 
tunity for employee creativeness is 
necessary if we are to overcome the 
negative effects going on all the time in 
and because of formal organization. 

The executive’s lot is not an easy one. 
If he is directive, he may develop high 
profit figures but not his subordinates. 
He may grow ulcers as a result of the 
necessity for his constant needling. If 
he is democratic, he may meet resistance 
from his apathetic workers who prefer 
to let him do all the thinking and take 
all the responsibility. He may also cut 
down the “human costs” and decrease 
production. What is he supposed to 
do? Some may decide to be directive; 
some democratic, some a little of both. 
Some may say to hell with it and focus 
on their countless problems of market- 
ing. finance, sales, and production. 


Is it any wonder that “successful” 
executives (i.e., those who can make 
profits and take it) have been found to 
manifest characteristics like the follow- 
ing: They show a high frustration tol- 
erance. They are able to work hard on 
projects that may not realize any pres- 
ent-day immediate desires in order to 
achieve their longer range desires. They 
encourage full participation by not be- 
ginning a meeting with a suggested 
solution. They continually emphasize 
that the subordinates feel free to say 
what they think the problems are ani 
try to help them achieve a solution. 
They understand the “rules and acts o/ 
competitive warfare.” Although they do 
not agree that it is fair to call it a “dog- 
eat-dog” world, they agree that they 
have been “nibbled at” at times. Nor 
do they become enraged, upset and even 
paranoid if limits have been placed upon 
them or if they have received an “un- 
favorable decision. It’s part of the 
game.” 

Expressing hostility tactfully is an- 
other important characteristic. They can 
“dish it out” without becoming openly 
upset. Some are masters at “knifing the 
other fellow in the back” without his be- 
ing aware of it. Accepting victory with 
controlled emotions and never permit- 
ting defeat to shatter them are also im- 
portant characteristics for these execu- 
tives. Moreover. they express a strong 
desire to be directive (initiating action 
for others): to be continually solving 
problems: to be their own boss; to con- 
tinually seek success in the company 
and in the community: to work ex- 
tremely hard and to be an expert in 
their field. They also try to do every- 
thing possible to maintain friendly rela- 
tions. They are sensitive to others’ 
feelings not necessarily to understand 
them but in order to minimize conflict 
and hostility in their interpersonal rela- 
tionships. They try like hell to keep 
their personalities out of their jobs. 


INDIVIDUAL GROWTH LIMITED 


In short. if our results are valid. we 
may be developing executives who are 
primarily directive. hardworking, job- 
oriented, tolerant of frustration and not 


desirous of focusing on the feelings of : 


others (or their own). 


Although such 


9 The material is abstracted from the au- 
thor’s article, “Some Characteristics of Suc- 
cessful Executives,’ Personnel Journal, Vol. 
32, No. 2, June 1953, pp. 50-55. Please note 
that I am not suggesting that this is the 
author’s criterion for “success.” 


ADVANCED MANAGEMENT 


executives will probably get the jo} 
done, there is sound evidence to show 
that they will not tend to develop sub. 
ordinates into mature leaders. For ex. 
ample, research suggests that the execu. 
tive who develops individuals most ef. 
fectively is one among other] 
things, instead of initiating action for 
others, draws out and by careful ques. 
tioning helps the other clarify his 
thoughts and arrive at his own deci. 


who. 


sions; who, instead of inhibiting the 


expression of his feelings and tensions, 
expresses them as fully as he feels is 
necessary; who, instead of fighting 
against frustration to achieve his goal, 


stops fighting to try to understand what! 


is frustrating him and why; who, in. 
stead of being harmonious makes no 
attempt to cover up, gloss over, mini- 
mize or refuse to recognize conflict and 
tension." 


EXECUTIVE DILEMMA 


Hence we are faced with a_ basic 
dilemma. On the one hand, organiza 
tions with apathetic, disinterested work- 
ers who restrict production, may well 
need directive. self-motivated, expert 
executives to get the job done and keep 
the company going; but at the same 
time, these are not the most effective 
executives for developing people. Since, 
in the final analysis, people are the heart 
of the organization, how can manage: 
ment have its cake and eat it too? 

Can this dilemma be solved—and if 
so. how? 

Unfortunately, because of the lack of 
knowledge on the part of both research- 
ers and exccutives. there is not much to 
offer in the way of useful solutions. 
Much more research is urgently needed. 

1. One possibility may be a combin- 
ation of directive and permissive lead- 
ership. Exactly what is this combina: 
tion of “the world’s finest leadership 
behaviors?” I am not certain. I have 
an idea that it isn't a 50-50 combina 
tion. Subordinates tend to prefer @ 


hard-boiled autocrat to the insecurity an J 


ambivalent, unsure leader creates. It 
may be that we will have to forget about 
an executive's having one particular 
leadership style and help him to de 
velop the best kind of executive be: 
havior that fits each administrative 
situation. This is not conceived as 
autocratic or participative or col 


10Chris Agyris “Top Management Di 
lemma: Company Needs vs. Individual De 


velopment,” Personnel, Vol. 32, Ch. 2, PP: f 


123-134, Sept. 1955. 
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sulative leadership. It is reality leader- 
ship; a leadership that focuses on 
the realities in any given situation. We 
may be able to tell the employees ahead 
of time that under these conditions the 
exccutive will tend to behave in such 
Sand such manner, while under those 
conditions his behavior will be such 
and such. Although the executive varies 
his behavior, the element of uncertainty 
} is not present because the subordinates 
will be able to predict how the execu- 
tive will behave in concrete situations. 

2. It is important to recall that al- 
though the apathy and disinterest that 
we observe seems to be “in” our em- 

§ ployees. they are not necessarily the 
cause. The organization is a “culprit” 
and so is directive leadership. Thus, if 
an executive views “human relations” as 
changing the attitude of individual em- 
ployees, then in the name of respect for 
human feelings he should not at first 
be human relations conscious. First, he 
ought to take a good look at the organ- 
izational structure and see that it is not 
the cause of many of the human prob- 
lems. Second. take a look at the execu- 
tive behavior for the same reason. There 
is, it seems to me at least, altogether too 
much of changing people without first 
changing their work situation. 


NEW PRINCIPLES NEEDED 


3. We need much more thinking and 
research on the impact of the organiza- 
tional structure. the effect of the very 
way we organize our efforts upon the 
individual. New organizational princi- 
ples are urgently needed that can create 
a structure whose inherent impact is not 
similar to the present one. What should 
this structure look like? I confess, I do 
not have a ready answer. I am not 
advocating that we discard the princi- 
ples now in use. Although they may 
lead to human difficulties, no one has 
constructed another set of principles 
that result in organization capable of 
achieving objectives and maintaining 

the organization in today’s world. 

4, Perhaps the most important rec- 
ommendation, and the one that is most 
strongly backed up by research, is 
that executives need to become more 
aware of themselves (their prejudices. 
goals and feelings) and the impact of 
their behavior. This will automatically 


lead them to being more aware of others 
because we know that in order to under- 
Stand others we must first understand 
ourselves. 


Please note, I am not sug- 


gesting that the executive must change 
his behavior. It seems to me that a 
more useful objective is to help the 
executive become more aware and more 
tolerant of his own makeup. I believe 
if more people could be helped to un- 
derstand and respect themselves, greater 
respect of others would probably auto- 
matically follow. 


5. Self-awareness is not enough. An 
executive needs to develop basic human 
relations skill. Here, perhaps, the basic 
skill is to be able to sense correctly, in 
every administrative situation, how far 
the interests of organizational effective- 
ness will permit individual satisfaction. 
But how does an executive judge a situ- 
ation in order to act appropriately ? The 
answer seems to lie in becoming more 
skilful in the art of listening; asking 
questions to help others understand their 
own feelings as well as to understand 
the facts of the situation more clearly; 
and accurate observations of behavior.” 


In this connection, the author recently 
read a stimulating manuscript written 
by an imaginative production manager, 
in a plant employing about 400 workers. 
This manager is conducting his own on- 
the-spot action research. He is trying 
to discover exactly what a leader must 
do to help subordinates (in this case 
foremen) develop and at the same time 
get the job done. Along with the lead- 
ership function, “helping to provide 
tasks and tools,” he also lists: “helping 
the people develop goals, expectations 
and procedures;” “attending to (social ) 
atmosphere;” and “helping members 
discover their own needs and _limita- 
tions.” 


Executives and researchers must work 
more closely together if further progress 
is to be made in solving the problem of 
company needs vs. individual develop- 
ment. Individually, neither is equipped 
to solve it alone. 


Thus we find that as we try to under- 
stand executive behavior, we need to 
understand the organizational environ- 
ment within which it operates. As we 
do this, we are slowly but surely drawn 
to the executive himself. The art of 
leading others begins with ourselves. @ 


11 Chris Argyris, Personality Fundamentals 
for Administrators, Yale Labor and Manage- 
ment Center (Rev. Ed.) 1954. 


12F, J. Roethlisberger, “Training Super- 
visors in Human Relations,” Harvard Business 
Review, Sept.-Oct., 1951, pp. 47-57. 

13 James Richard, Fostering Successful 
Membership in an Organization, to be pub- 
lished by the Industrial Relations Center, 


University of Chicago, Chicago, Ill. 
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ONGRATULATIONS to the current 
leaders in the Chapters’ Member- 
Quotas attained to 


date are: 
PUERTO 155% 
BRIDGEPORT .......... 110% 
WILMINGTON ......... 110% 
BALTIMORE ........... 85% 
W. NO. CAROLINA...... 67% 
PHILADELPHIA ....... 64% 
SACRAMENTO ......... 60% 
57% 
56% 
GREENS 50% 
INDIANAPOLIS ........ 44% 
41% 
40% 
39% 
33% 
NEW HAVEN .......... 33% 
SAN FRANCISCO ....... 29% 
CENT’L PENNSYLVANIA 25% 
WASHINGTON ......... 21% 
20% 
18% 
BINGHAMTON ......... 14% 
14% 
14% 
13% 
13% 
RARITAN VALLEY ..... 6% 
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ARC 
Is length of service given great or little weight in considering technical 
and scientific candidates for promotion? What value is given to merit e. 
ratings of the candidates? To aptitude tests? To the opinions of the d. 
resent superior? This report of a questionnaire survey of sixty-nine 
oe and small companies contains answers to these and many other c. 
questions. 


Promotional Practices 
For Technical Men 


PROPOSAL to promote technical and 
scientific keymen on a seniority 
basis had sent management into a 
dither. “Other big companies do it,” 
was the claim. So it was determined to 
get the facts through an unbiased survey 
of other companies. It was agreed that 
the aim of the survey was to elicit an- 
swers to the following questions: 
® Has industry been successful in 
promoting well qualified technical 
and scientific keymen regardless of 
age or short service? 

® Does industry use the same meth- 

ods and criteria for promoting 
professional and administrative 
personnel that are used in the pro- 
motion of technical and scientific 
keymen? 

® What devices such as interviews, 

records, aptitude tests, or appraisals 
have been found helpful in deter- 
mining which technical and scien- 
tific individuals should be _pro- 
moted? 

® Is information about likely candi- 

dates for promotion maintained in 
some sort of talent file? 

A questionnaire was developed ex- 
plaining the purpose of the study, re- 
questing pertinent information, and 
promising a summary of the findings 
to cooperating companies. The ques- 
tions about promotional practices were: 

“In promoting to fill various technical 
and scientific keymen positions (as- 
sistant foreman to chief engineer level) : 


10 


1. Number in order of importance 
the devices used: 

a. Recommendation of present su- 

perior 

b. Study of candidate’s personnel 

file 

c. Aptitude tests (at time of employ- 

ment) 

d. Aptitude tests (at time of consid- 

eration for promotion) 

e. Merit rating 

f. Interview by proposed new su- 

perior 

g. Seniority (length of service) 

h. Other. 

2. Do you maintain a ‘talent file’ of 
individuals who seem to be promotable? 

3. Please rate your success in pro- 
moting well qualified technical and sci- 
entific keymen who were young or had 
little service (i.e., you passed up per- 
sons older in years or service). 

4. Do you use the same system and 
criteria for promoting professional and 
administrative personnel that you use in 
the promotion of technical and scien- 
tific keymen?” 

The questionnaire was sent to several 
hundred companies over the United 
States, large and small, in many fields 


of endeavor. Sixty-nine companies, rep- © 


resenting a total of nearly 300 thousand 
employees, responded. Figure 1 shows 
the industry classifications of these 
companies. Figure 2 classifies the com- 
panies according to the size of the work- 
ing force. It will be noted that 37 of 


believed to be highly significant. 
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By Eugene J. Beng _ 


Management Engines N 
Asheville, North Carolin} , 


the 69 reporting companies employed 
1,000 persons or more. 

Tabulation of the answers to thes 
questions was a tedious task and the} 
detailed data will not be presented here. 
However, the resultant total findings are 


Average 
Rank 
1. Average importance rank of 


devices used in promotions: 
a. Recommendation of present 
f. Interview by proposed new 
superior 
b. Study of candidate’s per- 
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Author, lecturer, moderator, and man- 

agement consultant, Eugene J. Benge 
also has had many years' experience in 
industry. From 1920 to 1926 he was 
Industrial Relations Manager for Atlantic 
Refining Company in Philadelphia, from 


1930 to 1935 he held the same title at ie 
the American Oil Company in Baltimore, | 
and then served as Training Director for ter 
Firestone Tire and Rubber Company. ag 
Since 1939 he has been president of his of 
own concern, Benge Associates, specializ- fr 


ing in human relations techniques. 
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Average Rank 
e. Merit rating 3.4 


d. Aptitude tests (when con- 


sidered for promotion)... 4.3 
c. Aptitude tests (at time of 
employment) ........... 4.6 
g. Seniority (length of serv- 
Number 
®. Maintain a talent file? 
47 
2 
8. Success in promoting well 
qualified technical and scien- 
tific keymen who were young 
or had little service? 
10 


Beng: 
nginee 


nployed 


these 
and the} 
ed here. 


ings are 


Average 
Rank 
of 


3: 


ait 


1 

Can’t answer—use seniority.. 4 
No answer 3 
4. Use same system for promot- 
ing professional and admin- 
istrative as used for technical 
and scientific personnel...... 
No answer 


SMALL VS. LARGE COMPANIES 


Before drawing conclusions, two sub- 
sidiary studies were made. The first 
was to discover whether promotion 
practices in small companies differ from 


ithose in large companies. For this con- 


trast, the eight smallest companies (av- 
erage employment, 185) and the eight 
largest companies (average employ- 
ment, 24,960) were selected. Figure 3 
shows the average ranks; these in 
turn have been reranked, 1 to 7, to 
facilitate comparisons. These results 
suggest that small companies rely on 
the personnel file more than large com- 
panies, large companies rely on merit 
rating more than small companies, both 
rely on the recommendation of the pres- 


ent superior and interview by the 


| sProposed superior, and both place little 
Bstress on tests or length of service. 


The second subsidiary study dealt 
with the railroad and utility groups, 
which rather typically lay considerable 
stress on seniority in the wage earner 
group. Did their policies on technical 
and scientific keymen reflect this situa- 
tion, or conform to the practices of 


findustry in general? There may be a 


tendency for railroad and utility man- 
agements to give more credit to “length 
of service,” but even so, the factors of 
first consideration are the same in these 


‘industries as for the entire group. 


Figure 1 


Industry Classification of Companies Reporting 


MEASURING BUSINESS CHANGES 
A Handbeok of Significant Business Indicato-s 
By RICHARD M. SNYDER, E. I. DuPont de Nemou-s and Co. 

Over fifty key indicators that you need to interpret and forecast conditions in 
the business world are clearly explained in this readable and fact-filled hand- 
book. The nature and importance of these indicators are explained in terms a 
business man can appreciate and use. Nine important sections cover every 
phase of our economy. 


1955 382 pages Illus. $7.95 
2. GOVERNMENT STATISTICS FOR BUSINESS USE 
2nd Edition 


Edited by PHILIP M. HAUSER, University of Chicago, and WILLIAM 
R. LEONARD, Director, Statistical Office of the United Nations. 
The only book which describes the principal statistical series made available by 
the United States Government is now even more valuable since this new 
edition reflects the many recent significant changes that have occurred in the 
largest collection of statistics in the world. All important fields of economic 
activity are covered in the work of 20 contributing experts. “A valuable 
guide.”—Jnl. of Amer. Statistical Assn. 


1956 Illus. $8.50 


3. DMT—DIMENSIONAL MOTION TIMES 


Development and Application 


By H. C. GEPPINGER, In charge of motion and time 
study training for The General Electric Company. 


440 pages 


This new book gives you a clear picture of DMT, which is winning new promi- 
nence because it offers greater precision in measuring work details, substituting 
facts and figures for judgment. Work content is measured by time values 
based on part size, part shape, distance, target size, clearance, and other specific 
dimensional terms. Familiarity with decimal equivalents and ability to read 
blueprints are the only requirements for an appreciation of this technique. 

1955 $4.00 


100 pages Illus. 


4. TECHNICAL PUBLICATIONS 


Their Purpose, Preparation, and Production 
By C. BAKER, A.R.Ae.S. 
Shows how to present, write, illustrate, and produce all kinds of technical 
publications on all subjects. Covers the field from simply duplicated small 
runs to large printed editions. 
1955 302 pages Illus. $6.00 
MAIL THIS COUPON TODAY FOR YOUR ON-APPROVAL COPIES 


No. of Total No. of Total 
Industry Companies Employment Industry Companies Employment 
] 9,997 6 11,014 
Chemical 3 1,625 Print. & Pub...... 4 2.050 
Communication 2 5,677 R.R. and Utility.. 5 135,286 
Electrical ....... 6 35,100 a ] 4.500 
5 20,850 not given 
Metal working. 18 39,988 69 292,575 
BOOKS 


JOHN WILEY & SONS, Inc., 440 Fourth Ave., New York 16, N. Y. AM-36 
| 2 3 4 

APPROVAL. In ten days I will Zone 


return the book(s) and owe noth- 
ing, or will remit the full pur- 
chase price, plus postage. 


(1 SAVE POSTAGE! Check here if you ENCLOSE payment, 
in which case we pay postage. Same return privilege, of 
course, 


\G EMEN 

| 

} 

7 
| 

| 

| 
| 

| 

| 
j 
| Wee 

| 
| 
= 
ae 
is 
21 

r- | 
29 

| 
| 
man- 
lenge 
was 
antic | 
le at I | 
| 
Dany. 
his 
sializ- i i | 
! 
— | 

| 


Certain conclusions stood out clearly 
in the results of this survey: 

In promoting technical and scientific 
keymen, American industry gives first 
consideration to: 

a. Recommendation of the present 

superior 

b. An interview by the proposed su- 

perior 

c. The candidate’s personnel file 

d. Merit rating. 

Considered of less importance are 

a. Aptitude tests, either at time of em- 

ployment, or at time of promotion 

b. Length of service. 

Large companies tend to accent merit 
rating more than small companies. 

Small companies rely on the person- 
nel file more than large companies. 

Industrial companies rank length of 
service last as a promotion criterion; 
railroads and utilities rank it low, but 
consider that aptitude tests have even 
less value in helping them decide pro- 
motions for technical and _ scientific 
keymen. 

Seven out of ten companies do not 
maintain a talent file: those which do 
are mainly large companies. 

Eight out of ten companies consider 
they have had good success in promot- 
ing well qualified technical and scien- 
tific keymen who were young or had 
little service, passing up less qualified 
employees who were either older or 
had longer service. 

Virtually all companies use the same 
procedures for professional and admin- 
istrative employees as for technical and 
scientific employees. 

This was a factual study, not de- 
signed to prove any previously estab- 
lished position. In passing, however, it 
may be in order to comment that indus- 
try’s failure to develop talent files sug- 


ARCH 


ADVANCED MANAGEME 


DISTRIBUTION OF COMPANIES IN STUDY ACCORDING TO NUMBER OF EMPLOYEES 


largely been overlooked. 

Also those few managements who 
have really learned how to use aptitude 
tests in promoting employees might 
want to quarrel with the scant recogni- 
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and scientific men, industry places littlnent 

value on mere length of service as ally 1 
factor in promotion. ess 
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ls a corporate merger likely to affect your career suddenly? What are 
the basic causes and effects of the current wave of mergers, which has 


created such excitement among executives, bankers, and government 


‘raided’ and managements ousted? 


Why do companies '"'sell out''? Why are companies 
Are mergers a cure-all for 


corporate ills? What does this trend mean to management executives 
now? What could it mean to our economy and social structure? 


leaders? 
ae: HE subject of corporate mergers 
Rank has of late received increasing pub- 
1 flic notice, partly because of the sharply 
3 higher frequency with which such busi- 
6 fhess moves are occurring, and partly 
because this trend has once more en- 
5 [aged the attention of congressional 
4 [brobers.! 
2 ff Any discussion of this important and 
7 Widely misunderstood topic ought to be 
breceded by its definition. For my pur- 
bose it will suffice to describe mergers 
malas corporate marriages. It need not be 
sssumed that they are exclusively mar- 
schniciffiages of convenience although the ele- 
es littlment of economic opportunism is natur- 
‘e as lly present. Even in the field of busi- 
Mhess the matter of personal compati- 
ility as between the negotiating princi- 
bals is frequently decisive. More than 
ne logical merger proposal has foun- 
54 jpered on the rocks of personal antagon- 
54 fism or of irreconcilable views on future 
policies. 
47 @ lhe forces behind amalgamation are 
44 fhot too difficult to recognize. Broadly 
p peaking, they reflect a desire for 
43 economic strength. Unfortu- 
40 ffately this explanation will not fit all 
M ituations at all times. A brief review 
35 Pt economic history starting with the 
34 ffurn of the century makes this apparent. 
2 Filty-odd years ago this country ex- 
27 |perienced a great merger wave from 
7 hich huge business aggregates like 
104 This article is based on an address to the 
84 |'8.4.M. San Francisco Bay Chapter. 


U.S. Steel and Standard Oil emerged. 
That period can well be called the era 
of giantism, when the prime motive 
seemed to be concentration of economic 
—and collaterally, political—power into 
a relatively few hands within the prin- 
cipal industrial classifications. This 
movement toward monopoly contrasted 
sharply with the traditional concept of 
a free, competitive economy and the 
popular reaction was both swift in 
coming and thorough in execution. The 
spectacular attempts at domination of 
vital markets led to the enactment of 
antitrust legislation which, among other 
things, compelled the break-up of the 
Standard Oil empire into a series 
of relatively independent. regionally 
limited concerns; these became the 
Standard Oil companies of New York, 
New Jersey, Ohio, Kentucky and Cali- 
fornia. 

Some twenty-five years later the coun- 
try passed through another period of 
major mergers. That hectic decade 
which was climaxed by the crash of 
1929 could properly be labeled the era 
of financial hocus-pocus. Here the over- 
riding idea appeared to be control 
through extreme leverage. Ingenious 
promoters would purchase effective or 
absolute control in a company by form- 
ing a holding compary with a heavy 
issue of publicly financed senior securi- 
ties (bonds and preferred stock) while 
retaining ownership of the common with 
a nominal investment. As long as busi- 


hy So Many Corporate Mergers? 


By Emanuel Rapoport 


Associate, J. Barth & Company 
San Francisco, California 


ness and market quotations continued to 
rise it was possible to use the swelling 
holding company equity as a base for 
the creation of a third corporation with 
a similarly lop-sided capitalization. In 
effect such pyramiding permitted one 
dollar of ownership investment to con- 
trol hundreds of dollars of corporate 
values. When the underlying values 
shrank, equities vanished, wiping out 
billions of public savings entrusted to 
intermediate and top holding companies, 
and creating economic havoc without 
parallel. The Securities Act of 1933 


and the Holding Company legislation 


EMANUEL 
RAPOPORT 


After receiving his B.S. in Business and 
Engineering Administration from M.|I.T., 
Emanuel Rapoport worked in merchan- 
dising and administration in Sears, Roe- 
buck and Company. He then became 
in turn an executive officer of the 
Superior Meter Company, of Ray-O-Vac 
International Corp., and of the California 
Surveys Corporation. As an Associate 
of J. Barth & Company in San Francisco, 
he is now mainly concerned with com- || 
pany appraisals, private placement 
financing, and corporate sales, mergers, 
and acquisitions. 
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were but two steps designed to correct 
abuses which had seriously shaken the 
public’s confidence in the free enter- 
prise system itself. Names like Insull 
and Van Sweringen will remain forever 
and uncomfortably linked to the history 
of those times. 

Soon after World War II there began 
a third series of mergers. An analysis 
of the forces currently at work will show 
that this era can properly be termed one 
of economic and technological pressure. 
[t is true, of course, that not all corpo- 
rate unions in prior decades were 
characterized by socially doubtful mo- 
tives. However, objective case studies 
will confirm that the latest merger trend 
is primarily and soundly based on the 
urgent need to 

1) adjust to a new age of high cor- 

porate and personal taxation; 


2) strengthen research and develop- 
ment: and 
3) meet the twin challenges of per- 


manently higher costs of labor 
and distribution. 


REASONS FOR MERGERS 


The first problem concerns especially 
the closely held corporation which is 
open to excessive appraisal by federal 
and state agencies assessing taxes 
against the estate of a principal owner. 
Moreover, the task of meeting inheri- 
tance tax payments may seriously 
weaken the business in question. A 
sale for cash or through exchange for 
readily marketable securities in antici- 
pation of death is thus clearly indicated. 
Examples of this type have occurred 
with particular frequency in food pro- 
cessing and distribution, manufacture 
of machinery and chemicals, metals 
fabrication, as well as the textile and 
apparel fields. 

The second requirement arises from 
the tremendous acceleration of scientific 
inquiry and discovery which the war 
years have brought about. Obsolescence 
of productive processes and company 
product has speeded up to the point 
where a well managed business must 
look upon major expenditures on re- 
search and development as sheer sur- 
vival insurance. Recruitment of the 
requisite staff and facilities is not a 
matter of financial strength alone. A 
prompt solution can often be achieved 
only via the merger route. A case in 
point is Remington Rand, a company 
wishing to expand rapidly within the 
field of electronic data processing. The 
Sperry Corporation had the technical 
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skills of the proper kind and in the 
quantities desired. 


NEW OPPORTUNITIES 


The third factor calls for better em- 
ployment of trained manpower through 
job stabilization and use of the most 
complex labor saving devices (automa- 
tion). Greatly increased costs of doing 
business also suggest product diversifi- 
cation, particularly when it permits 
utilization of already existing channels 
of distribution. A typical example is 
Carrier Corporation, a leading factor in 
the highly seasonal air conditioning 
field. The company recently acquired a 
manufacturer of heating equpiment with 
a complementary seasonal cycle and 
with identical or related markets to call 
on. 

Restrictive legislation brought on by 
each merger wave was meant to bring 
it to a halt or at least to eliminate ex- 
cesses which followed in its wake. It is 
therefore pertinent to inquire whether 
we are likely to encounter once again 
government action on a major scale. I 
will set out a little later and in some 
detail why this is neither necessary nor 
probable. At this time, however, I will 
touch only on the problem of the cor- 
porate “raider”. 

The “raider’s” activities must seem 
to many interested bystanders to be 
most disruptive and undesirable. Acqui- 
sition or merger by economic “coup 
detat” may appear thoroughly repre- 
hensible. Closer scrutiny of actual 
instances where changes in control and 
management were forced on reluctant 


‘incumbents does not support such a 


view. While “raiders” are not primarily 
idealistic reformers of corporate prac- 
tices they invariably strive to fill an 
economic vacuum which poor manage- 
ment has created. It is axiomatic that 
control of well managed companies 
cannot be challenged successfully and 
that “raiders” are astute enough not to 
attempt the impossible. It is also gen- 
erally true that these newcomers aim to 
revitalize management and that em- 
ployee morale and_ stockholders’ for- 
tunes tend to improve as a consequence. 
This even applies to attempts at control 
which failed, as in the case of Wolfson 


vs. Avery, with cash laden Montgomery- 


Ward as the prize. Here the bitter 
proxy battle brought about Mr. Avery’s 
ouster and other basic internal changes 
which benefited both company and 
stockholders without bringing Mr. Wolf- 
son to the top. There are a few examples 
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of new interests who have resorted tof 


liquidation rather than reconstruction; 
where this happened it can be shown 
that the company in question has long 
been marginal in its industry and that 
for all practical purposes economic 
rigor mortis had already set in. 

Merger in and of itself is not a cure. 
all for corporate ills, if the reconstituted 
management team remains of sub. 
standard caliber. The broader, stronger 
base which merger creates needs to be 
exploited by skilled executive leader. 
ship. Occasionally a merger is trig. 
gered by one side’s desire to acquire 
another company’s exceptional manage. 
ment which can be had only through 
a “package deal.” 

We must therefore conclude that 
mergers can help good management do 
a still better job. Unhappily the pro- 
cess of amalgamation creates internal 
problems which may bring about execu- 
tive displacement and similar temporary } 
shocks. Older key men may be forced 
out, younger men may see their progress 
blocked. In view of the continuing 
shortage of qualified managerial talent 
the latter will encounter few difficulties 
in making new connections. The un 
deniable reluctance of many companies 
to employ the older and often high) 
experienced executive is however, much 
more regrettable. The economic and} 


‘social losses which are implicit in this 


prejudiced and short-sighted attitude 
could well command the attention o 
such professional bodies as the Society 
for the Advancement of Management. 
Policy makers are discovering daily thal 
the older hourly employee performs a 
well as, and frequently better than, his 
younger and generally less mature col 
leagues; it should be relatively easy to 
demonstrate a similar relevancy with} 
respect to the older executive who has} 
been displaced through no fault of his 
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From the foregoing it is obvious thal 
mergers will take place as long as the} 
conditions favoring them remain with 
us. Fears have been expressed thalf 
ultimately this would lead to marke 
domination by fewer and bigger con: 
cerns, in short, to monopoly. While 
this thinking reflects the tenets of al 
earlier economic liberalism, exemplified) 
by the writings of the late Suprem® 
Court Justice Brandeis, today’s progres 
sive thinkers are reaching decidedly 
different conclusions. Typical is David 
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Surplus Stock Reprints 
ADVANCED MANAGEMENT ARTICLES 


Please send me the following reprints at $0.25 per copy: 


2. AUTOMATION DICTIONARY, by C. L. Peterson..... ....... 
3. BREAK-EVEN ANALYSIS & MEASUREMENT OF 15 
CAPITAL PRODUCTIVITY, by Joel Dean..........  ....... Foote 
4. CLIMATE FOR GROWTH, by H. H. Carey.......... 0 ....... 16. 
5. DO INDUSTRIAL ENGINEERS NEED EXECUTIVE 
DEVELOPMENT?, by Harold Smiddy..............  ....... 17 
6. EXECUTIVE DEVELOPMENT THROUGH COLLEGES 
& UNIVERSITIES, by Beach, Planty and Van Ark.... ....... 18 
7. FINANCIAL INCENTIVES: THE FLYWHEEL OF 19. 
MANAGEMENT PLANNING, by Phil Carroll...... Spillman 
8. FOREMAN AND MIDDLE MANAGEMENT, by 20. 


. ACCURATE FORECASTING—SIMPLE TOOLS MAKE 


IT EASY, by H. Wolfe 


9. FOREMAN'S UNION: HOW SOON7?, by Anonymous 
10. GETTING EFFECTIVE LEADERSHIP IN INDUSTRIAL 


ORGANIZATIONS, by D. McGregor............. 


. HUMAN RELATIONS IN INDUSTRY, by D. McGregor 
. IMPORTANCE OF BEING IMPORTANT TOGETHER, 


Quantity 13. 


MANAGEMENT VIEWED BY AN ENGINEER, by 


. MONEY AS AN INDUSTRIAL CURE-ALL, by King 


. OUR LIVING STANDARDS CAN GO UP, by P. D. 


PERFORMANCE BUDGETING IN GOVERNMENT, by 


. PERSONALITIES IN LABOR MANAGEMENT CON- 


. PROBLEMS EXISTING IN ILO, by W. L. McGrath... 


PRODUCT RESEARCH AND DEVELOPMENT, by R. 
RESISTANCE TO CHANGE: ITS ANALYSIS AND 


. SEMANTICS: THE FOUNDATION OF ALL BUSINESS 


COMMUNICATION, by Martin Maloney.......... 


. STRENGTHENING SMALL BUSINESS MANAGE- 


WHAT MAKES SUCCESSFUL AND UNSUCCESSFUL 
EXECUTIVES?, by 8B. 


Note: The quantity of each reprint in stock varies. The above reprints are available at 25¢ each until we run 
out of stock. However, when a reprint is out of stock it may be orderéd only in units of 50, 100 and upward. 


Society for Advancement of Management 


74 Fifth Avenue 


New York 11, N. Y. 


Lilienthal who, as head of the Tennessee 
Valley Authority and later of the 
Atomic Energy Commission, had come 
in close contact with leaders of big 
business. He has recently pointed out 
that classic competition, based on price 
alone, has in many major fields been 
conspicuous by its absence. The strug- 
gle was generally waged on the basis 
of other factors, such as superior quality 
and better service. Today this is quite 
evident in such industries as steel, non- 
ferrous metals, and automobiles. 

The drive for a bigger share of the 
market calls for ever increasing research 
which serves both as a competitive safe- 
guard and as a constant threat to the 
other fellow’s position. Most important 
is the greatly increased evidence of 


jinter-industry competition which acts as 


a strong check on potential big business 
monopoly. Aluminum is after some of 
the markets copper and steel have long 
supplied. New types of plastics en- 
croach on a whole series of metals and 
other materials. Synthetic fabrics are 
giving natural fibres a difficult time. A 
fast-growing trucking industry spelled 
an end to the dominant position of the 
railroads. The public in turn has ample 
discretionary purchasing power to favor 
the producers of the biggest bargains 
within the vast consumer goods field. 


Finally, disappearance of concerns 
through mergers is offset by the rate at 
which new businesses are being formed 
in young industries like electronics. 

Under these circumstances the alarm 
which some observers have expressed 
must be considered as largely un- 
founded. Adequate restraints are al- 
ready on the statute books to prevent 
mergers clearly tending to restrict com- 
petition. In fact some lawmakers have 
seriously proposed steps to facilitate 
mergers between smaller firms as a 
means of increasing competition. Some 
regulations will probably be needed to 
cope with such questionable practices 
as inadequate disclosures during proxy 
fights, and attempts to acquire control 
by the use of mutual, pension, or profit 
sharing funds. 

This discussion will necessarily have 
to omit reference to the techniques of 
appraisal which are an integral part of 
all merger negotiations. They involve 
many questions—size and consistency of 
profits, book values, return on invested 
capital, and trade position, to list a few. 
No wonder that ultimate agreement is 
invariably preceded by a_ generous 
amount of old fashioned horse trading. 

In conclusion it must be stated that 
the latest merger wave simply consti- 
tutes recognition of the increasing com- 


plexity of modern business. One of the 
salutary by-products of this movement 
is the greater emphasis which the 
merged concerns are likely to place on 
skilled management in depth. This is 
clearly in line with the general eclipse 
of the all-powerful owner-manager who 
is being superseded by a balanced team 
of professionals. The classic example 
is the automobile company which had 
long been run in an almost feudal man- 
ner by the founder, who stubbornly re- 
fused to adjust to the changing pattern 
of the market. When his young grand- 
son succeeded to control of the enter- 
prise it was losing $9 million per month. 
This youthful heir had the good sense to 
bring in seasoned men who had the 
specialized training and experience to 
reverse the company’s fortunes promptly 
and dramatically. Explaining the radi- 
cally different business philosophy of 
the third generation of ownership, the 
grandson recently said: 

“The modern joint venture capitalism 
has largely replaced tycoon capitalism. 
The one-man-band owner-manager is 
fast being replaced by a new service 
class of professional managers, dedi- 
cated more to the advancement of the 
company than to the enrichment of a 
few owners.” 

The speaker was Henry Ford II. & 
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CHAIRMAN 


1927 with a 


Since graduating from Yale in 
degree in Industrial Engineering, Mr. Moski has 
had extensive experience in industrial engineer- 
ing and plant management with Western Elec- 
tric, Sperry Gyroscope, Sargent, Colt Fire Arms 


and American Paper Goods. With Yale & 


Towne since 1950, he is now Director of Indus- 
trial Engineering of the Yale Material Handling 
Division of Yale & Towne Manufacturing Com- 
pany and Vice President of S.A.M.'s Middle 
Atlantic Region. 


HARRY M. 
KAISER 


S.A.M. 
MIEMBER 


Now Staff Department Manager of the Tire 
Division of U. S. Rubber Company, Mr. Kaiser 
started in the industrial engineering depart- 
ment of an Indiana Plant of U. S. Rubber in 
1930. A former member of the Taylor Society, 
he has played an active role in the affairs of 
its successor, the Society for Advancement of 
Management, first as a member of the Detroit 
Chapter and now with the New York Chapter. 


Vv. DONALD 
SCHOELLER 


S.A.M. 
JIEMBER 


Recently made Associate Director of Manufac- 
turing Management, Management Development 
Program, Case Institute, Mr. Schoeller had 
been director of the Taylor Management Lab- 
oratory at the Wharton School for eight years. 
He has conducted lectures and conferences on 
management improvement for industry and 
government in many foreign countries. Prior 
to going with Wharton School his experience 
was in industrial engineering and management 
positions. 


WILLIAM R. 
SWETT 


S.A.M. 
MEMBER 


Mr. Swett began his business career in 1936 
with Firestone Tire and Rubber Company. He 
is now Vice President and Director of Bruce 
Payne and Associates, and has been consultant 
to companies in many industries. He is a Na- 
tional Director of the Society for Advancement 
of Management, and has lectured at the Uni- 
versity of Connecticut on management. 
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FRANK F. 
BRADSHAW 


S.A.M. 
PRESIDENT 


11th 
MANAGEMENT 
S.A.M.— A.S.M.E. 


The Theme and 
of the 


President of the Society for Advancement of 
Management and Member of the Board of 
Directors of the Council for International 
Progress in Management, Dr. Frank F. Bradshaw 
organized and has been President since 1945 
of Richardson, Bellows, Henry & Company, a 
management consulting firm in New York City. 


PARKLING with able know-how speakers, a most stimulating program has 
S been planned for our 11th Annual Management Engineering Conference, 
formerly known as the Time Study and Methods Conference, sponsored jointly 
by the Society for Advancement of Management and the Management Division 
vt the American Society of Mechanical Engineers, which will be held at the 
Hotel Statler, New York City, on April 26-27, 1950. 

In meeting the challenge of improving upon the technical quality of our 
Tenth Anniversary Time Study and Methods Conference, your Conference Com. 
mittee surveyed the entire United States, to bring to the Conference the latest 
and best techniques of Management Engineering. 

On the basis of that survey, it was considered most fitting to select as the 
Conference Theme.—“MANAGEMENT KNOW-HOW, U. S. A.” 

All S.A.M. Chapters and A.S.M.E. Sections were requested to submit nomina- 
tions of outstanding speakers in the various areas of the country. for considera- 
tion by your Conference Committee. 

With the list of nominations as a starting point, the Committee developed 
a well-rounded program, featuring techniques of practical interest to manage- 
ment executives and engineers. For each topic, the acid test of demonstrated 
accomplishment was applied. The Committee’s pictures are carried here with 
appreciation for the great enthusiasm and effort they have devoted to this 
Conference. 

The 1956 Conference opens with a social Cocktail Party at the Hotel Statler. 


on Wednesday evening, April 25th. All full registrants to the Conference are | 


invited to attend at no additional cost, to meet old friends, make new friends, 
and to welcome the many Conference speakers who will be present. 

On Thursday morning, April 26th, the Technical Sessions will open in the 
Grand Ballroom and the Georgian Room. Bruno A. Moski will deliver the 
Conference Keynote for S.A.M., in the Grand Ballroom, while Matthew J. 
Murphy will deliver the Conference Keynote for A.S.M.E. in the Georgian Room. 

Our Conference program includes sixteen distinguished technical speakers, 
distributed among eight sessions dealing with: 


Operations Research—What are we seeking? 
Information Processing—How do we record it? 
Automation—How do we make it? 


OLIVER J. 
SIZELOVE 


S.A.M. 
MEMBER 


K. O. WILLIAM 
SANDBERG 


S.AM. 
JIEMBER 


Since 1936 Professor Sizelove has been with 
Newark College of Engineering and is now 
Chairman of the Department of Management 
Engineering. He has done consulting and 
arbitration work with A.A.A. and the New 
Jersey State Board of Medicine since 1940. 
Prior to teaching, he worked as an_ industrial 
engineer with several companies. 


Since 1950 Dr. Sandberg has been with the 
General Electric Company, first as industrial 
engineer and operations research manager and 
now as Manager of the Plastics Department 
of its Chemical and Metallurgical Division in 
Decatur, Illinois. He received his M.A. and 
Ph.D. degrees in engineering from New York 
University and is an S.A.M. National Director. 
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Annual 


ENGINEERING 
Conference 


The Committee 
Conference 


JOSEPH WARREN 
BARKER 


A.S.M.E. 
PRESIDENT 


President of the American Society of Mechan- 
ical Engineers and President of Sigma Xi, 
Dr. Joseph Warren Barker is Chairman of the 
Board and President of Research Corporation, 
a nonprofit foundation, and Chairman of the 
Board of the wholly owned subsidiary, Research- 


Cottrell, Inc. of New York City. 


W ork Measurement—How do we measure it? 
Statistical Techniques—How do we check it? 
Material Handling—How do we transport it? 
Maintenance Control—How do we maintain it? 
Cost Reduction—How do we improve it? 


We are particularly fortunate in obtaining as our dinner speaker on Thursday 
evening, Dr. Joseph Warren Barker, Board Chairman of Research-Cottrell, Inc., 
President of the American Society of Mechanical Engineers, President of Sigma 
Xi, and former Dean of Engineering at Columbia University. Dr. Barker will 
deliver an address on one of the most important problems of our time, “The 
Role of Management in Meeting Technological Man Power Requirements.” 
It is most fitting that our dinner speaker will be introduced by Dr. Frank F. 
Bradshaw, S.A.M. National President. Dr. Bradshaw will also present S.A.M.’s 
Annual Awards—the Gilbreth Medal, Hunan Relations Award, Industrial Incen- 
tives Award, Material Handling Award, and the Taylor Key. 

Supplementing the technical and inspirational content of the Conference, 
will be its social aspects. In addition to the Cocktail Party, a Ladies’ Program 
has been planned, under the direction of Mrs. Harry M. Kaiser and Mrs. Bruno 
A. Moski. A number of activities have been planned for the ladies and the 
wives of registrants are invited to participate. 

The Annual Management Engineering Conference has traditionally provided 
an occasion for the reunion of management executives and engineers from the 
entire country. With a strong technical program, together with the social events 
which have been planned, the 1956 Conference should fill the Hotel Statler. 

Reservation forms have been mailed to all S.A.M. Chapters and A.S.M.E. 
Sections. All members are urged to register immediately, and to make their 
hotel reservations as soon as possible. You are requested to encourage non- 
members to register as well, because of the practical value of the program to 
all management personnel, in every community. (See Program and Registration 
Card on Page 3.) 

With a sound technical program, inspirational addresses, social events and 
maximum attendance at the Hotel Statler on April 25th, 26th and 27th. the 
llth Annual Management Engineering Conference is certain to become an out- 
standing success! 
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What actual limitations are placed on mergers by the antitrust laws? me 
How do these laws apply to "horizontal," "vertical" and “conglom- of 
erate" mergers? What legal factors must be given weight in consider- 
ing mergers? In addition to answering such questions, some recent _ 
antitrust cases are discussed and practical advice given on clearance ” 
procedures under the antitrust laws. oe 


Mergers And The Antitrust Laws 


By Malcolm A. Hoffmann 


Rosenman, Goldmark, Colin & Kaye | is 
New York, N.Y.) re 


article will serve its purpose if it lights 
only a dim candle to help the corporate 
official follow closely in the dust raised 
by his lawyer. 


Trade Commission was unable to do 
anything about it, so long as the assets 
were acquired before termination of the 
lawsuit relating to the acquisition of 
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4 i HE businessman who contemplatesa the effect of the acquisition may be are somewhat obscure to me_ even ’ 
corporate merger soon gathers from substantially to lessen competition or to though I was in charge of one of them. }) y 

his lawyers that the prescience of Nos- _ tend to create a monopoly in any line of The belief is widely fostered by anti- | ;, 
tradamus and the legal acumen of Louis commerce in any section of the country. trust scholars, and perhaps shared by | | 
Brandeis must combine to formulate a The prime cause for the 1950 change Department of Justice officials, that un- h 
solid prediction of whether the planned in law was that the old Clayton Act less the merger results in domination or |) , 
merger is lawful under the antitrust prohibited stock acquisitions only and monopolization of a market it does not ; 
laws. The lawyer who dramatizes the was easily circumvented since the Courts violate the Sherman Act. Although I |) } 
complexity of the problem through the had held that where the device of a think this appraisal of the law is wrong, |) , 
size of his fee is not lightly to be cri- statutory merger was used, or where as- since it is so widely held the business: | , 
ticized for there is no more dimly sets only were acquired, both the man with a craving for merger has little } | 
lighted corridor of the antitrust laws, Federal Trade Commission and the _ to fear from the Sherman Act unless the | 
with the possible exception of applica- Department of Justice, the two enforcing : 
tion of the Robinson-Patman Act, than agencies for the Clayton Act, were pow- | 
that which lodges the meaning of the  erless to pry loose the acquisition. The ‘ 
statutes, judicial decisions and adminis- Courts even had held that where an MALCOLM ; 
trative rulings defining whether or not _ illegal acquisition of stock was followed A. 
mergers violate the antitrust laws. This by an acquisition of assets, the Federal HOFFMANN: | 


The point of departure in measuring 
the lawfulness of a merger is Section 7 
of the Clayton Act, which by reason of 
a 1950 amendment bringing the acquisi- 
tion of assets as well as of stock within 
its prohibitions is sometimes called the 
“Celler-Kefauver Anti-Merger Act.” 
That Act, designed to “cope with mo- 
nopolistic tendencies in their incipi- 
ency,” prohibits a non-banking corpora- 
tion engaged in commerce from 
acquiring the whole or part of the stocks 
or assets of another corporation where 


stock. As the result of early court re- 
buffs both the Federal Trade Commis- 
sion and the Department of Justice were 
so discouraged that Section 7 cases were 
only rarely brought. 

Since the Sherman Act prohibits con- 


tracts in unreasonable restraint of trade . 


the Department of Justice has another 
remedy at hand to strike at a merger 
which harms the public. From 1927 
until the present, however, only two 
suits were brought against mergers un- 
der the Sherman Act for reasons which 
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merger will result in monopoly of a line 
of commerce or something close to it. 
In a context of little judicial or ad- 
ministrative resistance to mergers the 
Federal Trade Commission in 1948 
jssued a controversial report which 
found that a wave of corporate mergers 
had resulted in the greatest concentra- 
tion of economic power in our history. 
These findings were accepted by the 
Committees of both Houses of Congress 
which favorably reported out the “Cel- 
ler-Kefauver Anti-Merger Act.” 


ANTI-MERGER ACT APPLICATION 


The Legislative History makes it clear 
that the Congress sought to impose a 
“more inclusive and stricter” test of the 
unlawfulness of a merger than had ex- 
isted under the prior law. It did so by 
recourse to cloudy generalities which 
often seem to be the hallmarks of anti- 
trust statutes, and, far too often, of 
antitrust judicial decisions. First, the 
statute made it clear that the acquisition 
of assets as well as stock is condemned. 
Second, it seemed to embrace all 
mergers within its scope: horizontal, 
that is, mergers among competitors at 
the same level; vertical, that is, acquir- 
ing backward or forward on the same 
line, as where a manufacturer acquires 
his supplier or his distributor; and con- 
glomerate, where the merger is of com- 
panies in unrelated fields. Although the 
House Report tells us that conglomerate 
or diversified mergers were to be 
reached by Section 7, it is difficult to see 
how such a merger can, as it must, to 
be unlawful, substantially restrain trade 
or tend to create a monopoly “in any 
line of commerce in any section of the 
country.” Conceivably, the bringing of 
the great resources of a major chemical 
company into the popcorn market might 
tend to make the popcorn of others stop 
popping, but in the ordinary situation 
the tax and business advantages of a 
conglomerate merger can be sought with 
substantial comparative impunity. 

Section 7 can most readily be applied 
in horizontal mergers, and with slightly 
more difficulty to vertical mergers, but 
only in rare situations can it be used 
against the conglomerate or diversified 
merger. 

In all merger situations consideration 
first must be had of what is the market 
in which the anti-competitive effect or 
purpose is to be felt, the purpose as well 
as the effect, since Section 7 reaches not 
only to felt harm but to the possibility 
of it. Some antitrust commentators 
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seem to deemphasize the fact that Sec- 
tion 7 uses subjunctive equivalents. It 
condemns mergers where the “effect 
MAY BE substantially to lessen com- 
petition, or to TEND to create a monop- 
oly.” However, whether we are con- 
cerned with accomplished effects or with 
restraints in their incipiency we must 
first determine the appropriate market 
or “area of effective competition.” 
There has been a tremendous volume 
of literature written about what consti- 
tutes an appropriate market within the 
meaning of the antitrust laws and short- 
hand phrases such as the existence of 
“substitute products,” are thought of as 
serious guides as to how much other 
business may be stuffed into the stock- 
ing before it can be called an appropri- 
ate market or line of commerce. 
Although corporate officials know very 
well what business their company is 
engaged in, and what business the com- 
pany to be acquired is engaged in, it 
is surprising how much they will learn 
about other undreamed-of competition 
after even a second-rate survey of the 
market by their lawyer. Just as the 
children’s Christmas stockings are 
stuffed from toe to hem with fruits and 
toys, so, too, the market must be, often 
with the cooperation of economists who, 
fortunately, from a defendant’s view- 
point, are never likely to forget that 
every good competes with every other 
good offered for the consumer’s dollars. 
Much of this discussion will end when 
the United States Supreme Court de- 


cides the Cellophane case now pending 
decision, where, among other things, the 
trial court found that opaque wrapping 
paper competes with Cellophane. The 
object of all this mental agility, of 
course, is to show that when you are 
attacked for monopolizing or substan- 
tially restraining trade in paper clips, 
there is no such market, since paper 
clips are just one of the many items 
in the appropriate market of objects 
found on a desk, and there, if you will 
excuse my flippancy, the company un- 
der attack is really small potatoes. 

Having determined the nature of the 
market in which the merger is operative 
it becomes necessary to determine 
whether within that market the merger 
prospectively or immediately will sub- 
stantially lessen competition or tend to 
create a monopoly. The cases and ad- 
ministrative rulings have not succeeded 
in giving us clear or consistent guides. 
In Hamilton Watch Co. v. Benrus Watch 
Co. the Court sustained a preliminary 
injunction barring Benrus from voting 
the stock which it acquired in Hamilton 
(24%) and which might have given it 
control of Hamilton’s affairs. Here the 
market consisted of the jewelled watch 
industry in which of six principal man- 
ufacturers Benrus ranked fourth and 
Hamilton fifth. Nevertheless, the Court 
said that there was support for the con- 
clusion that “control of Hamilton by 
Benrus * * * would have been effective 
substantially to lessen competition in the 
jewelled watch industry.” 
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The Department of Justice cleared the 
merger of minor automobile manufac- 
turers but refused to approve a merger 
between Bethlehem and Youngstown 
Steel stressing the facts that Bethlehem 
had grown by merger (although its last 
acquisition had taken place 25 years 
before) and Bethlehem sells substantial 
amounts of common finished steel prod- 
ucts in a few Mid-Continent area com- 
munities, particularly in Michigan. In 
both industries there were competitive 
colossi which dwarfed the merged com- 
panies: in automobiles, General Motors: 
in steel, United States Steel. 


RECENT COMPLAINTS 


Recently the Department of Justice 
sued Schenley Industries for its acquisi- 
tion of 70% of Park & Tilford’s stock. 
Schenley is one of the “big four” pro- 
ducers of whiskey in the United States 
and in 1953 it produced 22% of all 
domestically produced whiskey while 
Park & Tilford produced 4%. The 
complaint also noted a pattern of acquis- 
tion, charging that Schenley since 1933 
acquired more than 50 companies en- 
gaged in the production or sale of alco- 
holic beverages. 

In another complaint, brought by the 
United States against the General Shoe 
Corporation, the Government charged 
that a series of 18 acquisitions taking 
place from 1950 to 1954 violated Sec- 
tion 7 because their cumulative effect 
may have been substantially to lessen 
competition or to tend to create a mo- 
nopoly in the production and retail sale 
of shoes. The Government charged that 
General “was one of the five leading 
shoe manufacturers,” owning or leasing 
500 or more retail shoe stores in the 
United States where General and other 
shoes are sold. In 1954 General sold 
over 25,000,000 pairs of shoes having 
a value of $135,000,000. Starting in 
the year 1950 General acquired 8 shoe 
manufacturers and 10 retailing shoe 
companies whose total annual dollar 
sales during the last years before ac- 
quisition were $67.000.000. It appeared 
from the complaint, therefore, that 
about one-half of General’s 1954 sales 
were accounted for in the sales made by 
its acquired companies. The complaint, 
however, did not allege what percentage 
of the market was controlled by Gen- 
eral either before or after the acquisi- 
tion. Here, as in the Schenley com- 
plaint, reliance was placed on a series 
of acquisitions which may have given 
the acquiring company competitive ad- 


20 


vantage in substantial restraint of actual 
and potential competition. 

The Government also sued Hilton Ho- 
tels charging that Hilton’s acquisition 
of Statler’s stock and control of Statler 
Hotels caused a violation of Section 7 
by both Hilton and Statler “in the hotel 
business, including the soliciting and 
servicing of conventions, throughout the 
United States, and in the cities of New 
York, Washington, St. Louis and Los 
Angeles, specifically.” Here the com- 
bination was of the two leading hotel 
chains in the country. Hilton, owning 
15 hotels, was first in 1953 with gross 
revenues of $97,000,000, and Statler 
with 9 hotels grossed $60,000,000. 
Each chain prior to the merger had 
competitive hotels in the cities specif- 
ically mentioned. It was charged that 
Hilton’s competitive advantage over 
other hotels, including those engaged in 
servicing conventions, may as the result 
of the merger have been substantially 
enhanced to the detriment of actual or 
potential competition. Just the other 
day this case was settled by a consent 
decree which required Hilton to sell 
only two of its hotels. The settlement, 
termed a “milestone” by the Depart- 
ment, looked more like a street-marker 
to me. 


F.T.C. INTERPRETATION 


The only important interpretation by 
the Federal Trade Commission under 
new Section 7 of the Clayton Act is 
Matter of Pillsbury Mills, Inc. There, 
after an F.T.C. trial examiner had dis- 
missed the complaint, the Commission 
reversed, finding that the evidence 
tended to show that Pillsbury had ac- 
quired two substantial competitors and 
was the second largest American miller. 
The Commission examined Pillsbury’s 
market position both in the national and 
southeast markets noting that its in- 
crease in its share of markets through 
its acquisitions was substantial, but the 
Commission failed to rely on any single 
standard as a measure of illegality. The 
Commission stated that, “no single char- 
acteristic of an acquisition” would “of 
itself be sufficient to determine its effect 
on competition.” It believed _ itself 
bound to examine “all relevant factors 
in order to determine the probable eco- 
nomic consequences.” It emphasized, as 
did the Department of Justice com- 
plaints summated above, the pattern of 
acquisitions and it also looked to the 
increase in the major producers’ share 
of the market. as well as the decline in 
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the number of mills doing business over 
the years, and the lack of new entries 
into the market. The Commissioner ob. 
served, “It was this sort of trend that 
Congress condemned and desired to halt 
when it adopted the new Clayton Act 
Anti-Merger provision.” 


NO SOLID GUIDES 


We are left then without any solid 
guides from the Commission, the De- 
partment of Justic or the Courts as to 
what kinds of mergers violate Section 7 
of the Clayton Act. In this obscure 
state of the law the Attorney General’s 
National Committee to Study the Anti- 
trust Laws suggested that the Court or 
Federal Trade Commission consider the 
following broad subject matters in pass- 
ing upon the illegality of an acquisition 
under Section 7: 

1. The character of the acquiring 

and the acquired companies. 

2. The characteristics of the markets 
affected. 

3. Immediate changes in the size and 
competitive range of the acquir- 
ing company and in the adjust- 
ments of other companies operat- 
ing in the markets directly af- 
fected. 

4. Probable long-range differences 
that the acquisition may make for 
companies actually or potentially 
operating in these markets. 

Professor Lewis B. Schwartz points 
out in his dissent to the Attorney Gen- 
eral’s Committee’s Report, “If the com- 
bination of Bethlehem Steel and Youngs- 
town may be opposed, presumably on 
the assumption that they can survive 
as independents, what is the justification 
for a U. S. Steel twice as big as Bethle- 
hem ?” 

The businessman, if he wants to risk 
it, can obtain clearance of his merger 
from the Department of Justice under a 
procedure instituted by Attorney Gen- 
eral Clark in 1947. His lawyers can 
discuss with the Division the antitrust 
legality of the proposed acquisition in 
advance of its consummation. If he does 
so, his counsel may be asked to submit 
statements detailing the product sales of 
the company, estimates of total industry 
sales and the relative standing of the 


‘merging companies and their competi- 


tors, as well as a statement by each of 
the companies of the purpose for which 
the proposed acquisition is being made. 
If clearance is pursued by approaching 
the Department directly in Washington. 
a decision can generally be reached 


Wi 
ta 
pe 
th 
si 
of 
th 
h 
ce 
fh 
a 
r 
: 
| 
| 
| 


> EMENT 


SS 
entries 
ner ob. 
id that 
to halt 
on Act 


y solid 
he De- 
as to 
ction 7 
bscure 
neral’s 
> Anti- 
urt or 
ler the 
n pass- 
jisition 


juiring 


iarkets 


ze and 
iequir- 
id just- 
yperat- 
ly af- 


rences 
ke for 


ntially 


points 
Gen- 
com- 
yungs- 
ly on 
urvive 
cation 


sethle- 


o risk 
lerger 
ider a 
Gen- 
Ss can 
titrust 
on in 
> does 
ubmit 
les of 
lustry 
f the 
npeti- 
ch of 
which 
made. 
ching 
igton. 


ached 


MARCH, 1956 


within three weeks. That decision will 
take the form of a letter from the De- 
partment of rejection or approval. In 
the rejection letter the Antitrust Divi- 
sion, having determined that a violation 
of law is likely, will state merely that 
the Division will not undertake to with- 
hold proceedings should the merger be 
consummated. In the approval letter 
counsel gets no more than a statement 
from the Antitrust Division that no 
action is presently contemplated. 

Judge Stanley N. Barnes, Assistant 
Attorney General in charge of the Anti- 
trust Division, who supports proposed 
legislation requiring clearance 90 days 
in advance of merger, has warned that 
requests for clearances should only fol- 
low a firm intention to merge and should 
not be used as a device for ascertaining 
what companies there are within the in- 
dustry with whom mergers may safely 
be held. He also says: “Letters of 
‘clearance.’ let me caution, are limited 
in effect. Initially, they speak only of 
the Department’s present intent, for the 
Attorney General is authorized to give 
opinions only to the President and heads 
of Executive Departments; he may give 
no legal advice to private parties. Ac- 
cordingly, his ‘clearance’ may lawfully 
be reversed by him or his successor. 
Prime’ comfort from ‘clearance’ stems 
from the prospect that no immediate 
proceedings are likely to follow.” The 
letters sent by the Department of Justice 
are kept confidential and not made pub- 
lic in any way. 


OBTAINING CLEARANCES 


It is also possible to obtain a clear- 
ance through the Federal Trade Com- 
mission where the Director of the Bu- 
reau of Investigation, if satisfied that 
he has been supplied with all relevant 
facts, will write stating that the F.T.C. 
staff is not interested on the basis of 
the facts supplied in proceedings under 
Section 7. Where the Commission is 
dissatisfied with the merger it will write 
stating that if the merger is consum- 
mated proceedings will be instituted. 

There is considerable cooperation be- 
tween the F.T.C. and the Antitrust Divi- 
sion on clearances of mergers, and the 
Writer knows of no instance where after 
a company has received clearance from 
either the F.T.C. or the Department of 
Justice the other agency has proceeded 
azainst the merger. The question ot 
Whether or not mergers should be 
cleared prior to consummation is gen- 
erally resolved by antitrust lawyers in 
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favor of clearance. Where large com- 
panies are involved and where the law 
is obscure, as the description found 
above demonstrates, most corporate offi- 
cials are unwilling to consummate a 
merger at the peril of litigating its 
validity for years to come. The litiga- 
tion itself is disruptive of the corpora- 
tion’s effective existence and always 
fraught with the possibility of defeat. 
In the event of defeat each merging 
company may be divorced from the mar- 
riage and emerge with highly confiden- 
tial information concerning the corpo- 
rate affairs of the other. 

Where, however, you are determined 
to merge without Government blessing 
the best thing to do is to merge as 
quickly and as unobtrusively as _pos- 
sible, and it may be safer not to request 
clearance if the merger suggests a bor- 
derline case to your counsel. In such 
a case if clearance has been sought and 
denied and the companies then defiantly 
merge, either the Department or the 
Federal Trade Commission will find it 
imperative to sue, even though ulti- 
mately the litigation might prove un- 
successful. However, where a border- 
line acquisition is not presented for 
clearance it is likely for various reasons 
that no action may be taken against it. 
One may be that there are other cases 
of similar character which would con- 
stitute better vehicles for test cases. An- 
other may be that preemption of Gov- 
ernment manpower in more important 
matters makes this case inadvisable. 


CHANCES FOR APPROVAL 


It is most unlikely, however, that the 
merger will pass unnoticed by either the 
Antitrust Division or the Federal Trade 
Commission since both, as a matter of 
routine, attempt to make at least a cur- 
sory check of all mergers, using clipping 
services and other ready sources. 

Your chances of success in getting a 
merger approved seem to be good. Al- 
though no public statistics have been 
issued, knowledgeable antitrust lawyers 
feel that about half the mergers sub- 
mitted to the Department of Justice for 
clearance have been approved. 

The presentation to the Department or 
the F.T.C. requesting clearance can be 
made prior to any formal contract and 
should be both full and frank. Your 
counsel should be able to show affirma- 
tive benefits to competition resulting 
from the merger. If that showing does 
not impress you, it may be best to for- 
get the whole idea. * 
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New Management 


Writing... 


THE GOLDEN BOOK OF 

MANAGEMENT 
An Historical Record of the Life and 
Work of Seventy Pioneers. Edited 
for the International Committee of 
Scientific Management (CIOS) by 
L. Urwick. Publisher, Newman 
Neame, Limited, London, England, 
1956. 298 pp., $6.50. Distributed 


by Society for Advancement of 
Management. 


Pens of rediscovery can be 
quite as exciting as one of dis- 
covery. In the perusal of “The Golden 
Book of Management,” I have just com- 
pleted one that has elements of both. 
Here are arrayed the stories of seventy 
pioneers of management in eleven coun- 
tries, on four continents. To travel in 
their company along an historic path, 
tracing the genesis, growth, acceptance 
and development of management as an 
art, as a science, and as a vital force in 
the economic and social maturation of 
our era is a privilege accorded us 
through the vision, the erudition, and 
the tireless devotion of the editor of 
this book, Lyndall Urwick. 

Urwick came to his task better 
equipped probably than any other per- 
son who could have been chosen. In- 
deed, it was almost providential that 
one so uniquely qualified could be 
found willing to undertake, on an 
honorary basis, an assignment so ardu- 
ous and time consuming. His long 
association as director of the Interna- 
tional Management Institute of Geneva, 
his secretaryship of the International 
Committee of Scientific Management, 
his chairmanship of the British Govern- 
ment Committee on “Education for 
Management,” and of the Anglo-Amer- 
ican Productivity Team to the United 
States on “Education for Management,” 
followed by his investigation, under the 
auspices of the American Management 
Association, of “American Management 
Education for Itself and for Its Employ- 
ees”—these are only a few of the back- 
ground connections which fortified him 
for the undertaking. Chiefly, there is 
the fact of his long studies in the fields 
of administration and management, his 
authorship of an extended list of con- 
tributions to many facets of these fields, 
and, above all, his writing, in collabora- 
tion with E. F. L. Brech, of the three- 
volume work, “The Making of Scien- 
tific Management.” 

It was not Urwick’s purpose to write 
a history of management, but, as Emer- 
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son said, “there is properly no history, 
only biography.” And so, by the very 
selection of the names for inclusion, by 
their arrangement chronological 
rather than in alphaletic or national 
order, but more by the binding element 
lent by his own perspective and com- 
mentary, he has in a sense done so. To 
be sure no living persons are included, 
and to that extent the history is neces- 
sarily incomplete. Moreover, as he him- 
self recognizes, “it would be surprising 
if the choice of names commanded 
unanimous approval.” 

Actually, the choice was made “in 
collaboration with small committees 
composed of persons of long-standing 
eminence in the management movement 
of each country,” and the nominations 
were subsequently endorsed by the In- 
ternational Committee of Scientific 
Management, under whose auspices the 
book was planned and issued. 

It is probably on the matter of selec- 
tion, if at all, that any controversy con- 
cerning the book will arise. Some may 
question whether it is justifiable to fea- 
ture such precursors of the management 
movement as we know it as Watt, Boul- 
ton, Owen and Babbage. Others may 
disagree with the inclusion of certain 
more modern names, or, particularly, 
the omission of some they hold in 
esteem. This is inevitable. Questions of 
priority are elusive, and assessment of 
merit defies unanimity of opinion. The 
best one can hope to do is to set up 
criteria and hew to the line, focusing 
a unified viewpoint on it. In this case 
the criteria of selection were: Persons 
who have made original and outstand- 
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ing contributions to the world body o! 
knowledge about the subjects of man. 
agement: or administration, and who 
have left a record of published work on 
a management subject. Service to the 
management movement in the individu. 
al’s own country or to the international 
management movement are among the 
grounds for inclusion. No person liv. 
ing at the beginning of the year 1955 
(when the manuscript was ready for 
press) was included. 

For each person selected, the bio: 
graphical sketch gives: a portrait oi 
photograph; the reasons for inclusion; 
the main facts of his career; a note on 
his personal characteristics, and_ the 
titles of his most important written 
works on the subject of management, 
this last constituting an invaluable bibli- 
ography. All entries are necessarily 
brief, generally covering three or four 
pages. In this space is concentrated a 
wealth of information which will serve 
the student of management, the teacher. 
the engineer, the industrialist, the econo- 
mist, the historian and the librarian, 
and which makes fascinating reading 
for all who have an interest in the 
changes that have been wrought in busi- 
ness organization and management, par- 
ticularly during the past sixty years. 

Of special interest to readers in this 
country will be the biographies of men 
in so many other lands whose thought 
and work in many cases preceded or 
paralleled those of our own pioneers, 
either enlarging the body of manage- 
ment knowledge or popularizing it 
among their countrymen. Thus, antici- 
pating the birth of scientific manage 
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ment in the United States by nearly a 
century, the use of production plan- 
ning, process and operating standards, 
standardization of product, control rec- 
ords, division of labor and payment by 
results, among other management tools, 
were found in the Soho Foundry of 
Boulton, Watt and Company. It was 
only shortly later that Robert Owen 
introduced into his New Lanark textile 
mills personnel practices which we are 
apt to regard as modern. And it was 
he who first made the familiar com- 
parison between the care given to ma- 
chinery and the lack of care bestowed 
on the worker: “If then, due care as 
io the state of your inanimate machines 
can produce such beneficial results, 
what may not be expected if you de- 
vote equal attention to your vital ma- 
chines, which are far more wonderfully 
constructed ?” 


EARLY LEADERS 


Here we find the story of Adamiecki, 
the great Polish engineer, who formu- 
lated principles of organization and the 
theory of “harmonization” which set 
out a law governing the planning and 
control of teamwork in production. 
Working at the same time as Taylor, but 
entirely independently, he developed a 
theory, general principles and _tech- 
niques which “follow the same lines 
that Taylor laid down for scientific 
management” and that led to increases 
in output of between 100% and 400%. 

We see the Michelin brothers in 
France who, by the turn of the century, 
were applying in their own tire busi- 
ness, “methods very near to the prin- 
ciples of scientific management, al- 
though the work of Taylor was as yet 
unknown to them.” And in Belgium, 
we learn that Ernest Solvay in his writ- 
ings in the early years of the century 
made “an astonishingly modern exposi- 
tion of the need for productivity,” a 
concept and a term which only recently 
have become a part of our own thinking. 

The book is a good antidote for insu- 
larity or smugness on the part of any 
Americans who think that in manage- 
ment all progress and wisdom have 
flowed from this side of the Atlantic. 
It reflects the breadth of management, 
both in the sources of its materials and 
in its applications: the first by stressing 
the contributions made by leaders iden- 
tified chiefly with other disciplines such 
as psychology, exemplified by Sollier 
(Belgium), Miinsterberg (U. S.), My- 
ers (England) and Muscio (Australia), 


and social philosophy by Mary Follett 
(U. S.) and Elton Mayo (Australia and 
U. S.); the latter by demonstrating its 
influence on statecraft and governmental 
administration through the biographies 
of Rathenau (Germany), Streeruwitz 
(Austria), and Oliveira and Ribeiro 
(Brazil). 

Should it be asked what manner of 
men are these who have left their stamp 
on management at home and abroad 
during the past seventy years, the an- 
swer would not be entirely simple. They 
could hardly be expected to be cast in 
one mold: they are all manner of men. 
They come from such far-flung coun- 
tries as the United States (32); Great 
Britain (13); France (6); Germany 
(5); Belgium (4); Brazil (3); Au- 
stralia and Switzerland (2 each), and 
Poland, Austria and Italy (1 each). The 
large majority of them were engineers, 
as is to be expected, but among them 
are found economists, accountants, 
psychologists, industrialists, educators, 
chemists, lawyers and statesmen. There 
are men born to wealth and position 
and men of humble origin; men with 
long formal education and many aca- 
demic degrees, and men self-taught, 
who started to work as boys; dynamic 
men and retiring; urbane and _ forth- 
right; temperamental and stolid. But 
all have some characteristics in com- 
mon, notably great energy, industry and 
enthusiasm; a love of work and a 
passion for accomplishment; generosity 
in sharing the results of their labors; 
qualities of leadership and _ influence 
over others; a spirit of dedication to 
the science of management, and a zeal 
for spreading the benefits they were 
convinced it could confer upon hu- 
manity. 


PERSONAL TRAITS 


How often in the section devoted to 
“Personal Characteristics” recur such 
phrases as these: “a perfectionist in 
work, almost an artist”; “energy and 
imagination”; “infinite thoroughness” ; 
“devoted most of his waking hours to 
work”; “preferred making a pleasure 
of duty to making a duty of pleas. 
ure’; “balanced outlook”; clarity of 
thought”; “perfect loyalty and integ- 
rity.” Yet these were not stodgy, hu- 
morless men. Far from it. Preponder- 
antly they were creative, magnetic, 
warm, friendly, genial, and often witty 
and charming, according to the ac- 
counts of their friends. 

To many in this country and in the 


world, some of the figures comprised 
in this notable galaxy have long been 
familiar. Only a very much smaller 
group is aware of them all. That the 
stories of their achievements should 
have been collected and evaluated, that 
in some cases their memories should 
literally have been rescued from ob- 
scurity to take their places among the 
contributors to the great and growing 
body of knowledge that we recognize 
today as the science of management, is 
a timely accomplishment and a lasting 
addition to the literature of the field. 
For it the whole management movement 
is indebted to the initiative of the In- 
ternational Committee of Scientific 
Management, to the interest of its Past 
President, Harold C. Maynard, to the 
small but devoted staff of Col. Urwick 
and to his many collaborators in the 
several countries, but primarily to 
himself. 

It is to be hoped that this book will 
be the forerunner of others, at reason- 
able intervals, so that there may be pre- 
served a continuity of record of those 
who follow in the line of this inspiring 
group of pioneers whose work has made 
this world a better place in which to 
live. 


Rita Hilborn Hopf 
Formerly Vice President 
Hopf Institute of Management 
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T HE explosive developments of the 
past two decades have profoundly 
altered the conditions and the tasks of 
management. The purpose of this article 
is to review the more significant of 
these changes and to appraise the 
responses of management to its rapidly 
changing environment. 

Today the Federal Government is 
committed to an attempt to so manage 
the whole economy as to avoid major 
depressions. In 1932 there was no such 
commitment—none at all. The Federal 
Government was neutral. It, and the 
local governments, prohibited violence, 
made some small effort to keep markets 
free, and enforced contracts. Now the 
medium of exchange is manipulated 
through changing reserve requirements, 
changing rediscount rates, and open 
market operations; governmental taxa- 
tion and spending policy is geared to 
prevent sagging of the economy; and 
sources and amounts of credit available 


are controlled by subsidy and regula- 


tion. All this is relatively new, and a 
major factor in the environment of to- 
day’s management. 

While it is probably still too early 
to predict that there will be no more 
depressions, certainly future depres- 
sions, if any, will be radically different 
from any we have ever experienced in 
the past. The Federal Government, 
under Democrats or Republicans, is 
committed to act promptly and drastic- 
ally. At the very least, we can expect 


a new kind of management? 


The Last Twenty Years 
In Management 


ADVANCED MANAGEMENT 


Does management in 1956 differ greatly from management in 1936? 
What business factors have changed during that time? How have eS 
managers reacted to the new environment? Are we on the verge of = 
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By B. E. Goetz)" 
Professor of Industrial Management mc 
Massachusetts Institute of Technology) 
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tax abatement, public works, and pump perpetuate the problem to avoid _ the for 
priming on a gigantic scale to maintain painful solution via free markets andf '! 
employment, prices, and, perhaps, an impoverished segment of the agri: ch 
profits. cultural population. While tariffs 
During World War II, a tremendous _ land grants and subsidies show that this } “" 
experiment was undertaken in large- type of management of the economy is 
scale management of the whole economy not so new, each of these represented af 
via a whole alphabet of regulatory specific attempt to encourage a par “" 
agencies. The system of price fixing, ticular industry. What is relatively newf °° 
rationing, and priorities dominated is the attempt to manage the whole - 
practically all managerial thinking; economy by large-scale manipulations 7 
and vestiges (stockpiling for example) of this kind: stock piling, ever-normalf "© 
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conditions as managers of private enter- _ the list is long and the items of heroic ab 
prises, many managers went to Wash- proportions. The Federal Government 7 
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M.I.T.'s School of Industrial Manage- ur 
wide from the Missouri to the Pacific. Bills hes 
Perhaps least defensible is the silver Antioch College and Illinois Institute of oy 
subsidy whereby silver with an Amer- Technology, and worked for Sessions : 
ican birth certificate commands a pre- 
mium over the world silver price. Then 
Ph.D. degree from the University of 
came the airlines’ subsidies and a vast Chiceon, is author of the book “Mant ti 
number of defense contracts with virtual agement Planning and Control," and is it 
guarantees of profits. Finally, we have a Fellow of S.A.M., having served as me 
the unsolved problem of farm surpluses, President of both its Chicago end |B © 
with high support prices promising to zd 


24 


~*~ 


GEMENT 


Goetz 


‘gement 
nology 
shusetts 


oid the 
ets and 
he agri- 
iffs and 
that this 


nomy if 


sented 4 
ely new 
> whole 
ulations 
--normal 
credit— 
heroic 
ernment 
ort any 
ronomy. 


ant at 


ynace- 
at 
ute of 
>ssions 
O: 
ed his 
ty of * 
and is 
ed as 
and 


MARCH, 1956 


While substantial volumes of eco- 
nomic statistical data were available in 
1930. the vast increase in available data 
since that time constitutes a new di- 
mension of management's environment. 
The concept of the national income ac- 
counts has reorganized much of eco- 
nomic thinking, and has produced an 
attempt at a systematic structure of sta- 
tistical data to portray the whole econ- 
omy. Previously, economic data had 
been a growing mass of unrelated, 
piecemeal facts and trends. Now they 
are an organized effort to picture the 
whole economy in action. 


BUSINESS FORECASTS IMPROVE 


This has involved an immense in- 
crease in published data concerning 
production, prices, inventories, ship- 
ments, employment, etc. of a vastly 
larger number of industries and com- 
modities. A growing body of consumer 
market studies and other privately 
gathered and compiled data adds to 
the available background material for 
forecasting business trends and for de- 
termining the relative position and 
change in position of an enterprise in 
its industry. The change in quantity 
and quality of such data is so large as 
to constitute a change in kind. 

Twenty years ago, few companies 
employed economists or attempted elab- 
orate forecasts of markets. Today most 
large companies do, and some maintain 
staffs of dozens of economists. And, in 
response to the new theories and im- 
mensely larger amounts of data avail- 
able, economics has gone quantitative, 
mathematical, statistical. Managements 
have become concerned with regression 
lines, correlation coefficients, frequency 
distributions, and estimates of con- 
fidence. 

While feeble attempts at labor organi- 
zation run far back into history, it was 
section 7B of the National Recovery 
Act of 1933 and its successor, the Wag- 
ner Act, that brought the large-scale in- 
dustrial unions to the mass-production 
industries. Before 1933, many manage- 
ments could and did largely ignore both 
unions and employee relations. This is 
no longer possible. The unions have 
grown too large and powerful to be 
ignored. Federal law provides for elec- 
tions and certification of successful 
unions as sole bargaining representa- 
tives for all employees in a plant, and 
it makes mandatory negotiating “in 
goo! faith” with this representative. 

Negotiating from their new positions 


of strength, the powerful unions have 
invaded one managerial sphere after 
another, challenged one “managerial 
prerogative” after another. They find 
nothing sacred. Simple bargains about 
wages have expanded to the systematic 
organizing of wage structures through 
mutually developed and installed pro- 
grams of job evaluation. These have 
been further elaborated through negoti- 
ation of incentive plans based on jointly 
determined time standards and jointly 
determined formulas for converting per- 
formance into compensation, of second 
and third shift premiums, of overtime 
and holiday premiums. Hour negotia- 
tions have broadened beyond fixing the 
standard work week to include opening 
and closing times of each shift, rest 
periods, and cleanup time allowances. 
Working conditions and safety pre- 
cautions have become elements of the 
labor contract, and open almost any- 
thing that can occur to the grievance 
procedures stipulated in the agreement. 
Unions have made tentative approaches 
to claiming a negotiable interest in pro- 
motion policies, sales policies, and 
financial policies. They insist on a voice 
in determining the location or reloca- 
tion of plants. This union interference 
on so large a scale with what were 
twenty years ago exclusively the pre- 
rogatives of management is a new and 
powerful factor in all of management’s 
plans today. 


NEW MANAGEMENT CONCEPTS 


Concurrently, the Hawthorne experi- 
ments added sociology to engineering, 
economics, accounting, law, statistics, 
and psychology as necessary tools, as 
the basic sciences, of management. 
Through the external pressures of ex- 
panding size and functions of unions, 
and the new enlightenment of manage- 
ment via psychology, sociology, and in- 
dustrial anthropology (whatever that 
may turn out to be) managements have 
gone in for decentralized (divisional) 
organization, for consultative manage- 
ment, participative management, mul- 
tiple management, “bottom-up” man- 
agement, employee counseling, etc. And, 
on the present scale, this is something 
new—a new dimension to managerial 
analysis—and little understood as yet 
among managements. 

The captain of industry has occasion- 
ally taken upon himself a sort of feudal 
responsibility for the welfare of his 
subjects, e.g., Robert Owen at his New 
Lannark mills around 1850. Many com- 


panies provided housing for employees 
and company stores at which credit was 
freely granted—and both houses and 
stores were more frequently scandalous 
than otherwise. But by and large in- 
dustry took little responsibility for the 
welfare of the community. Plants were 
dreary, dirty places. Waste products 
polluted streams and air. Industrial 
communities were noted as centers of 
all the vices: gambling hells, drunken- 
ness, prostitution, mayhem, and murder. 

Today virtually all new plants are de- 
signed and landscaped to make their 
communities more attractive rather than 
less. Elaborate and expensive means 
are employed to minimize stream and 
air pollution. Companies contribute 


money and time to community welfare. 
They are the sources to which colleges. 
churches, and community funds turn for 
funds and manpower. 


COMMUNITY ACTIVITIES 


A payroll clerk in a steel company 
south of Chicago noticed and reported 
that 75 percent of all cancelled payroll 
checks bore the endorsement stamp of a 
notorious gambling den. This triggered 
an investigation. The company called in 
a professor of sociology to survey the 
community, determine its needs, and 
suggest ways in which the company 
could discharge its responsibilities as 
the financially most competent citizen 
of the community. The investigation dis- 
closed that all managerial employees 
lived in the suburbs—they couldn’t 
send their children to the inadequate 
city schools. The city administration 
was corrupt, taxes were high, municipal 
services were almost non-existent. Em- 
ployees were encouraged to move back 
into town, to participate in community 
activities, to run for school board and 
city council. The company increased 
its contributions to community projects, 
and allowed employees to solicit for 
community chest and Red Cross on 
company time. 

This kind of revolution in managerial 
thinking about their companies’ respon- 
sibilities as citizens has been going on 
all over America, and is one of the 
most important of the new dimensions 
of today’s management. 

Technological advance is, of course. 
an old story. Paleolithic man harnessed 
fire, and made and used hand tools. 
Neolithic man domesticated plants and 
all of the present domestic animals (it 
appears odd that modern man has not 
added to the list). wove cloth. pro- 
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duced pottery, polished stone, and be- 
came an artist. In general, there seems 
to be an underlying secular increase in 
the rate of technological progress; and 
there seem to be humps in the trend 
line. One such hump was the Industrial 
Revolution from about 1776 to around 
1850 during which the machine tools 
were invented and rapid industrializa- 
tion became possible. 


UNIVERSAL AUTOMATION 


We seem to be living in another such 
period. A hundred and fifty years ago, 
cams were built into a lathe to create 
an automatic screw machine. About the 
same time completely automatic flour 
mills were constructed. By 1812, Whit- 
ney’s system of interchangeable parts 
was developed, and soon was widely 
applied to many industries in this coun- 
try. About a hundred years ago, a 
punched tape was used to control the 
Jacquard loom. The precursors of the 
current technological revolution were 
appearing piecemeal, as isolated devel- 
opments here and there. 

The “brain wheel” of the automatic 
screw machine has been vastly supple- 
mented by electronic control systems. 
The punched tape of the Jacquard loom 
and the player piano has been applied 
to sorting, tabulating, and calculating 
equipment, and has been supplemented 
by magnetic tapes; and both are being 
fed into computers and into machine 
tools. Automation is being conceived 
in new terms—automatic processes and 
factories, almost universal automation, 
instead of an occasional automatic ma- 
chine here or there. The idea is being 
systematically instead of sporadically 
applied to industry. Perhaps most char- 
acteristic and most significant are ap- 
plications to data processing and to 
communication since these tie in so 
closely with the other new factors we 
have noted above. 

While the tendency to substitute cap- 
ital investment, indirect labor, and 
round-about production for direct labor 
is old, the new scale threatens to all but 
eliminate direct labor. Costs are tend- 
ing to become more fixed and less vari- 
able. High levels of utilization of large 
aggregates of capital equipment and of 
a permanent labor force of skilled de- 
signers and repairers of complex auto- 
matic equipment is likely to become a 
veritable obsession of managements. 
Old ideas of proportions of direct to 
indirect labor can finally be laid to a 
long overdue rest. 
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While the East India Company could 
match many modern giant corporations 
as to size, complexity, and geographic 
range of activity (it maintained an army 
and a navy and conquered a subcon- 
tinent), it was one of these exceptional 
precursors we have so often noted in 
other connections. Here, again, a long- 
time trend seems to have entered a 
period of violent acceleration. Since the 
Second World War, many companies, 
including many of the giants, have 
doubled in size, and doubled again. 
There has been a new wave of mergers, 
a new emphasis on diversification, and 
a staggering succession of expansion 
programs. With this has come the cur- 
rent emphasis on divisional organiza- 
tion as a means of keeping the manage- 
ment problems within the capacities of 
the men who must deal with them. 

Until around 1870, a persistent sell- 
ers’ market kept emphasis on output. 
In this country, the railway net was 
built and all industry expanded almost 
explosively to supply what seemed to 
be an insatiable market. About 1870, 
production began to overtake demand, 
and attention began to shift to market- 
ing and to cost reduction and control. 
Around 1888, Frederick Taylor began 
his long series of experiments that led 
to his papers on the science of man- 
agement published from 1895 to about 
the time of the First World War. 

Taylor and his disciples began the 
managerial revolution just as Wilkin- 
son, Watt, Maudsley, Whitworth, and 
their disciples had inaugurated the in- 
dustrial revolution about a hundred 
years earlier. Taylor and his group 
were unwilling to rely upon traditional 
rules of thumb handed down via ap- 
prenticeships from generation to gen- 
eration of workmen. They did not trust 
workmen’s impressions and opinions. 
They emphasized measurement. What 
factors really determined the rate of 
production? They used an experimental 
approach: try all possible ways under 
controlled conditions and see what 
comes out. Measure everything that 
goes in, everything that comes out; keep 
all inputs constant but one, deliberately 
vary that one by measured amounts, 
and measure the outputs. Transfer 
“know-how” from workers’ skills to 
managers’ scientific knowledge. 


A MANAGERIAL REVOLUTION 


This “scientific management move- 
ment” introduced into manufacturing: 
methods simplification, time study, 


_ proached with care and thoroughness. 
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standard practices, production schedul. 
ing, functional organization. Taylor's 
eight functional foremen have _blos. 
somed into whole departments: plan. 
ning department, methods department, 
time study department, personnel de. 
partment, maintenance department, in- 
spection department (the other two cor. 
respond to today’s set-up men and fore. 
men). All of these were non-existent 
or excessively rare before Taylor. All 
are commonplace today. 

Nor did these pioneers stop with the 
concepts, they invented many of the 
techniques. Taylor was concerned with 
selecting the right man for the job, 
training him in the right way to do it, 
and motivating him. Gilbreth intro- 
duced motion elements (which he mod- 
estly named therbligs), micro-motion 
study using motion picture equip- 
ment, and works councils to give work- 
ers representation and to bring their 
ideas and attitudes to management. 
Gantt worked out charting procedures 
to give faster and more effective con- 
trols over planning and performance. 
Taylor made methods studies, fatigue 
studies, and time studies. They made 
flow charts for procedures analysis and 
flow diagrams for plant layout improve- 
ment—nearly every concept and tech- 
nique now widely used was explored 
and worked out by these pioneers. 
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The period between the World Wars } 
was largely a time of consolidation, re- 
finement, and elaboration of this work. 
Even today, few companies utilize all 
of these methods, techniques, and con- 
cepts at anything approaching optimum 
levels. But nearly all companies now 
use at least some of them—or abuse 
and misuse them! Most managements 
know much more about them than they 
use. Engineering and business manage 
ment texts and curricula are loaded with 
them. Skill, knowledge, and caution 
are needed in application. A mangled 
installation tends to discredit the basic f 
concepts and to make subsequent ef 
fective installation much more difficult. 
By and large, the components of “sci- 
entific management” should be ap 


They should be used correctly or let 
alone; e.g., a poorly conceived or exe 
cuted program for job evaluation or fot 
merit rating can raise holy hell! Per- 
haps the safest approach is an explicitly 
experimental approach in which man- 
agers and employees both participate, 
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both seeking improved methods and 
relations. 

What might be regarded as the Taylor 
school or philosophy of scientific man- 
agement reached its acme during and 
after the Second World War. The es- 
tablishment and use of standard element 
times for methods improvement, cost 
estimating, scheduling, and determining 
satisfactory rates of production reached 
new heights in such synthetic time sys- 
tems as Methods-Time Measurement, 
Work Factor, and some sixteen others. 
Here is the present epitome of preplan- 
ning. Similarly, the Training Within 
Industry programs for Job Instruction 
Training, Job Methods Training, and 
Job Relations Training represent a log- 
ical outcome of the Taylor philosophy | 
of human relations. Both are useful and 
important, and both are recent devel- 
opments (the last twenty years again!) 
capping a fifty-year trend. 


GREAT CHANGES BEGIN 


In today’s world of electronic com-. 
puters, digital and analog, vast areas of 
management are undergoing a second 
“scientific revolution”, somewhat more 
rigorous and scientific than the first. 
Without abandoning the advances and 
techniques of the Taylor school, the 
very new in management tends strongly 
towards a mathematical form. Instead 
of handling independent variables one 
at a time by freezing all others while 
manipulating the one according to a 
predetermined plan, modern scientific 
management handles its input variables 
in batches, obtaining control by stand- 
ardizing a few, randomizing others, and 
separating the remainder by statistical 
techniques. Central roles are played by 
economic marginal analysis and _sta- 
tistical probability theory. 

Some of the names under which 
greater or lesser parts of this movement 
go are: statistical quality control, linear 
programming, operations — research, 
Monte Carlo technique, theory of games, 
analysis of variance. These names are 
neither mutually exclusive, exhaustive, 
nor always clearly defined. Nor have 
they yet been fused into a single co- 
herent structure. But they have given 
promise of their power. We are on the 
edge of a new management character- 
ized by greater precision in its concepts 
and by a more inclusive range of the 
factors it takes into account. It tends 
to solve each minor problem in terms 
of the whole picture in a way that has 
hardly been approached before. - 
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A Survey of 
TIME STUDY POLICY AND PRACTICE 
in the U. S. and Canada 


© 297 Plants 
© 180 Companies 
® 17 Industry Classifications 


A quantitative analysis of: 


|. The assigned duties of Time Study men. 


2. The extent of usage of standard data, whole-cycle time, and various 
motion-time systems in standards setting. 


3. The extent of union participation in Time Study. 
4. Techniques of training Time Study men. 
5. Criteria used in evaluating Time Study men for proficiency. 


This is a report issued January 1955 by the SAM National Research Com- 
mittee on The Project, Aptitude and Proficiency Tests for Time Study 


Personnel. 
Price $1.50 per copy — Limited Quantity Available 


COLLECTIVE AGREEMENTS ON TIME AND 
MOTION STUDY 


by G. Jay Anyon, Ph. D. 


Simplify negotiations with this handbook designed to aid labor relations 
heads, union officials, legal counsel, production managers, industrial engi- 
neers, foremen and labor relations scholars. More than 300 separate types 
of stipulations throughout a broad sampling of American industry are 


examined. 
SAM Members: $3.50 — Non-Members: $4.50 


CREATIVE TIME STUDY AND METHODS 


A collection of 21 articles concerned with the latest developments in the 
Industrial Engineering field, compiled from papers presented at the 1954 
SAM-ASME Time Study and Methods Conference. 


SAM or ASME Members: $3.50 — Non-Members: $5.00 


A FAIR DAY'S WORK 


© Rating Judgments on 24 Typical Operations in Manufacturing 


This study represents the most comprehensive research ever undertaken 
in the field of performance rating. Its findings clarify for management the 
concept, "a fair day's work", and provide an authentic framework in 
which to apply that concept to all types of manual labor, clerical and 


non-clerical. 
SAM Members: $7.50 — Non-Members: $10.00 


Order from: 


THE SOCIETY FOR ADVANCEMENT OF MANAGEMENT 
74 Fifth Avenue, New York 11, N. Y. 


yp 
a % 
“of 
Tues: 
4 
an 
| 
Cy 
" 
© 
27 


CHAPTER 
Alabama 


Baltimore 


Binghamton 
Boston 


Bridgeport 
Chicago 


Clearing 


Cleveland 


Columbus 
Dallas 


Dayton 


Detroit 


Georgia 


Greensboro 


Greenville 


Hudson Valley 


Kansas City 


Knoxville 


Lancaster 


Madison 
Milwaukee 


Montreal 


SUBJECT 


The Role of Government in 
the Field of Labor-Manage- 


ment Relations 


Plant Tour—and Roundtable 
Discussion on the problems 
of measuring and applying 
quality control and produc- 
tion planning for a manu- 
facturer of small electronic 
equipment 


Automation 


Factors in Office Manage- 
ment 


Value Analysis 


Significance of the Human 
Factor 


Seminar — Industrial Engi- 
neering 

Report of Operations Re- 
search Section Project 

A discussion concerning the 
morale of the Chicago area 
employees, with respect to 
wages, fringe benefits, and 
working conditions 


Problems of Mental Health 
in Industry 


The Human Element in Cost 
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Recent Management Re- 
search Developments 


Program Budgeting 
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Standardization in Design— 
Cost Reduction Its 
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President, Southern Fire 
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Chief Cost Accountant, 
Pratt-Reid Co. 


V.P., Methods Engineer- 
ing Council ( Pitts.) 


Ass't. V.P. of Personnel, 
Bell Telephone Com- 
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President, Methods En- 
gineering Council 


Master Mechanic, AC 
Spark Plug Div. of Gen- 
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Flint, Michigan 


Production Superinten- 
dent, Bakelite Co. 


Managing Partner, 
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Chief Engineer, Pack- 
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Andrew Jackson Hotel 
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Room 200 


G.A.O. Auditorium 


Ivy House 


George Vanderbilt Hotel 
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Note to Program Chairmen: For your Chapter's activities to be listed in this Chapter Activities Chart, you must submit your 
program of year's meetings and activities for the Emerson Trophy Award. 


Address your program submission to: Emerson Trophy 
Award, Society for Advancement of Management, 74 Fifth Avenue, New York I1, N. . s 
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Model A302 


Replaces blackboard. Use large, clean paper 
pads—which we stock. This versatile all aluminum 
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